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No matter what theory—be it individualistic or socialistic— 
may now or hereafter underlie our political thinking, scientific 
budgetary procedure will always be a matter of prime importance. 

Government is defensible only as an organization for action in the 
common interest—as a means for doing those things for the com- 
mon good which it is conceived may be better done collectively 
than individually. 

But governments do not furnish their own motive power. 
They always have and they always will produce results only through 
the application of human effort which would otherwise be exerted 

to satisfy individual wants. This is equally true whether the 

_ government attains its ends by the expenditure of money derived 

from taxes or by commandeering the labor of citizens as is some- 

times done in rural communities for the construction and repair of 

Toads. Taxes represent individual effort applied to community 
tasks as truly as does the labor of citizens directly enforced. 

The budget provides a means through which citizens may as- 
sure themselves that their effort which has been diverted to com- 
munity ends is not used for private gain, is not misused nor frittered _ 
away, but is applied to the accomplishment of those purposes which 

_ the community approves and is made to produce the maximum of | 
results for the effort expended. Thus viewed the budget is some- 
thing more than a method of checking or reducing the tax rate, 
- more than any scheme of accountants and efficiency experts. 
_ Above and beyond its relation to economy and efficiency in public 
affairs it may be made one of the most potent instruments of 
democracy. Given at least manhood suffrage, any government so 
organized as to produce and carry out a scientific budget system 
_ will be susceptible of extensive and intelligent popular control. 
On the contrary those governments, whatever their other virtues, 
which fail to provide adequate budget methods will neither reach 
_ the maximum of efficiency nor prove to be altogether responsible 
= _ to the people. 
; A new spirit in American politics is ) ee itself in the 
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powatel mov rement for the reform of governmental 


M4 There are naturally many features in the program for the accom- 
of this twofold object. N single change would add 80 


_ proper budget methods. The papers in this volume are published 
in the hope that 0 may contribute in some degree to the prog- 


Aveustus R. Harton, 
Editor in Charge of the Volume, 


estern Reserve University. 
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“BUDGET MAKING ini THE WORK OF GOVERNMENT 


By Henry Jones Forp, 
Professor of Politics, Princeton University. 


When one consults the writings of the framers of the Constitu- 
tion there appears to be singularly little on budget making, although 
it was perceived clearly enough that it involves the whole character 
of constitutional government. Nothing could be more emphatic 
than the utterances in The Federalist as to the power of the purse. 

_ And yet this full recognition of its importance does not seem to have 
been accompanied by any solicitude as to procedure. Apparently 


that was regarded as a matter which would take care of itself. All 


that the Constitution has to say about procedure is that “no money 
shall be drawn from the treasury but in consequence of appropria- 


tions made by law; and a regular statement and account of the 


7 5 receipts and expenditures of all public money shall be published 
from time to time.” Mention of the subject could hardly have 


_ been more vague than that. It seems to have been assumed as a 


_ matter of course that the administration would formulate proposals 
as to ways and means for the consideration of Congress. There is 


x j much about taxation in T’he Federalist but it is concerned with show- 


ing that there was no occasion for fear lest it should be unfair or 


burdensome. In No. 36, which is a detailed statement of the pos- 
C sible scope of internal taxation, Hamilton incidentally remarks: 


Nations in general, even under governments of the more popular kind, usually 


commit the administration of their finances to single men or to boards composed 


_ of a few individuals, who digest and prepare in the first instance the plans of 


taxation which are afterwards passed into laws by the authority of the sovereign 


_* would naturally have knowledge of local circumstances. 


or legislature. 


This observation occurs in a manner that makes it the more 
significant. He is refuting an objection to the effect that a power 
of internal taxation could not be exercised with advantage by the 


national government from want of a sufficient knowledge of local 


~ circumstances. An obvious answer might have been to say that 
_ the taxes would be laid by the representatives of the people who 
But 
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_ forthwith he proceeds to admit that in practice the plans woul 
digested and prepared In advance for the consideration of the legis- 
lature, and then he points out that those charged with the duty 
would doubtless avail themselves of the information possessed by 
-_- representatives from various localities. He argues that this will 

suffice to keep those administering the finances duly informed of 
local conditions, and he then dismisses the point with this appeal 
to precedent: 


» Inquisitive and enlightened statesmen are deemed everywhere best qualified 
to make a judicious selection of the objects proper for revenue; which is a clear 

_ indication, as far as the sense of mankind can have weight in the question, of the 
_ species of knowledge of local circumstances, requisite to the purposes of taxation. 


There can be no doubt that English budget practice was in 


mind and that it was assumed to be the normal practice, to which 
As _ American usage would naturally conform without express provision 
o to that effect. No other supposition was likely to occur to the 
framers of the Constitution. English parliamentary procedure 
had remained without change since the reign of Charles II and it 
presented all the appearance of being the settled form that con- 
stitutional government would naturally assume wherever estab- 
lished. As a matter of fact parliamentary procedure in England 
remained without substantial change until the middle of the nine- 
teenth century, but in the United States radical divergence began 
soon after the national government got under way. Certain fea- 
tures of the Constitution adopted without intending to alter its 
nature soon effected a profound alteration of type, and tendencies 
were developed that were in no wise anticipated. The consequences 
are particularly marked in budget making which in no respect now 
corresponds to the intentions and expectations of the framers of the 
constitution. 

It is clear from the debates of the constitutional convention 
and from the explanations of The Federalist that the framers antici- 
pated for the House of Representatives a position of authority sim- 
ilar to that of the House of Commons. The risk to be guarded 
against was then thought to be too great stringency of control by 
the House tending to starve the government through inadequate 
appropriations. In The Federalist it is argued that the greatest 
circumspection and propriety of behavior would have to be dis- 
played by the Senate to enable it to maintain its constitutional 
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_ gstitutional system centers in the management of the public finances, 


es _ The relation is constant and is plainly discernible when actual 
practice is considered. 


Hence it was deemed 
desirable to fortify the Senate by giving it the express right to pro- _ 
pose amendments to revenue bills. The compromises made to 
conciliate the smaller states tended to aggrandize the Senate in 
which the states had equal representation, and to this circumstance 
rather than to the intentions of the federal leaders are due some 
provisions that have deeply affected the character of the govern- 
ment and have shaped budget procedure in ways that no one fore- _ 
saw. The subordination of appointments to the approval of the _ 
Senate was a feature not contained in the original draft and it | 
entered the Constitution as part of the compromises. This feature 
of the Constitution has exerted a powerful influence in destroying — 
the proper function of the House of Representatives as an organ 
of control and making it a scuffle of local agency. The great con- 
centration of authority in the Senate alienated Mason of Virginia _ 
who declined to sign the report of the convention, and it was the 
subject of adverse comment in some of the state conventions when 
the adoption of the Constitution was pending, but nowhere was 
there due appreciation of the consequences. It is explained in The 
Federalist that the advisory function of the Senate cannot involve 
any actual exertion of choice. 

Thus while the framers of the Constitution intended to per- 
petuate the type of government with which they had been familiar- 
ized by English history, they admitted changes whose effect was to 
produce a radical divergence and to initiate organic changes that 
have yet to run their course. Procedure regarded by the founders 
of the government as so stereotyped by tradition and precedent as 
to require no special provision has been abandoned, and its place 
is taken by makeshift arrangements which exhibit no settled plan 
or constitutional design, and which change their shape from time 
to time in accordance with Hamilton’s maxim that “the public 
business must in some way or other, go forward.” As every con- 


budget conditions all through our history have been a reflex of the 
conditions under which the work of the government is carried on. 


The Constitution makes no particular mention of budget 
estimates. Administrative function in connection therewith was 
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included in the duty of the President to “give to the Congress 
information on the state of the Union, and recommend to their con- 
sideration such measures as he shall judge necessary and expedient.” 
There is nothing as to the form in which he shall present his measures 
or the mode by which he will get them before Congress. It was 
~»assumed that the administration would possess the customary 
initiative existing under the English system. At the outset events 
followed the traditional course, the various enactments by which the 
organization of the government was completed being prepared for 
Congress by the federal leaders. Hamilton was busily occupied in 
drafting the regulations for the treasury department and digesting 
his financial plans before his appointment as Secretary of the 
Treasury. Examination of the details of his arrangements shows 
that he was influenced throughout by English precedents. Con- 
gress also conformed to English precedents. The House of Repre- 
sentatives resolved itself into a Committee of the Whole on Ways 
and Means in considering revenue measures just as in England. 
There were no standing committees to intervene between the recom- 
mendations of the administration and the action of the House. 
Any matter on which the House desired information, whether a 
claim, a petition or a memorial, would be referred directly to the 
head of the proper department, and reports from the heads of 
departments supplied the subjects of legislation. The House exer- 
cised its functions of criticism and control through the Committee 
of the Whole. When the sense of the House was ascertained, a 
select committee would be appointed to prepare the bill, which 
usually meant that the select committee’s work would be done for 
it by the department interested in procuring the legislation. The 
original budget procedure is plainly indicated by this record upon 
the House journal for January 10, 1794: 


The House went into Committee of the Whole on the statements and esti- 
mates of appropriations for the current year. Resolved, on certain appropria- 
tions, and moved that a committee should be appointed to prepare and bring in 
a bill for that purpose. 


The resemblance to English procedure is plain and it should be 
added that the cabinet officials assumed direct relations with Con- 
gress after the manner of an English ministry. In the beginning 


all the branches of the government were bunched together in their 
quarters so that intercourse was ready and easy without formal 
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ia aramante, and the brief notices of the direct presence of cabi- 
net officials appearing in the records give an inadequate notion of 
the real extent of the intimacy. It was by direct, personal admin- 
istrative initiative that the government was set in operation. Only 
by such agency could the finances have received the radical treat- 
ment by which Hamilton almost at a stroke lifted the nation out of 
bankruptcy, established its credit and secured its revenues. His 
plans were marked by a boldness of conception and an unity of design 
that would stamp them unmistakably as an individual product even 
if there were not abundant direct evidence of that fact. They sur- 
passed popular comprehension and affronted popular prejudice to 
an extent that would have made them impracticable in an assembly 
without other means of action than its own varied impulses. It 
was because he was in a position to formulate his measures in their 
entirety and to press them directly upon Congress, unhindered by 
any committee system with its parcelling of influence, that he was 
able to carry his measures. Indeed, even then his success was 
made possible only by adroit management in which he utilized the 
controversy over the site of the national capital to secure the 
necessary votes. His personal initiative transcended even the 


- function of an English Chancellor of the Exchequer on which it 


was distinctly modelled, for he had no compact party following on 
which he could depend. It is rather comparable to the parliamen- 
tary diplomacy of the German Imperial Chancellor, working with 
discordant factions and piecing together a combination of the 


requisite strength. 


The system broke down as soon as the government became 
firmly established and new party divisions began to take place. 
Then the actual divergence of the American system from its English 
prototype was revealed. There is nothing to indicate that, by the 
provision prohibiting officeholders from serving as members of Con- 
gress, the framers of the Constitution had any idea of striking down 
the English system of government. The clause adopted a reform 
that had been much agitated in England and it is commended in 
The Federalist as a safeguard to the independence of Congress. It 
was not perceived that it would interfere with administrative initia- 
tive, nor does it necessarily do so. The Swiss constitution makes 
a similar provision and administrative initiative is in no wise 
" impaired thereby, but mindful of American experience the framers 
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‘of the Swiss constitution conferred upon the cabinet officials the 
express right of appearing before the Congress with their proposals, 


*' : general constitutional scheme. By virtue of it, the Swiss adminis- 
_ tration has developed as the agency by which all legislation is 
yore planned and drafted, even the amendments voted by the Congress 
being entrusted to the care of the administration for incorporation 

_ in the text of the bill. By a natural extension of the procedure it has 
: become the practice to publish in advance of the meeting of Congress 
the text of the government measures that will be proposed for its 
consideration. The practical effect of the administrative initiative 
has been to give such precision and definiteness to legislative pro- 
- eedure that the Swiss Congress is able to transact the business of 
a session in a few weeks. Meanwhile there is never any anxiety 
as to the possibilities of its action as the system thoroughly matures 
he. all measures and apprises the public of their exact nature before 
: enactment. But the dependence of the Constitution of the United 
vane Rye _ States on mere tradition and custom as to the mode of administra- 
aes ae _ tive recommendation gave an opening to party violence, the con- 
sequences of which were soon experienced and have gone on ever 
since with steadily increasing volume. 

F An English parliamentary faction, however bitter against a 
cabinet official, has no way of silencing him. He is a member of 
the House and has a right to the floor which cannot be denied him. 
ma He can confront his enemies, and they cannot avoid the risk that 

he may confute their arguments and repel their calumnies to their 
- own discomfiture. The constitutional right to the floor of Con- 
gress vested in the Swiss heads of administration gives them a like 
__- protection. But the constitutional right and duty of the President 
of the United States to recommend to Congress “such measures 
as he shall judge necessary and expedient” is neither defined nor 
protected. Actual procedure has varied from time to time and 
is still unsettled, but whatever the method that is actually employed, 
budget making is powerfully affected by it. 
e ~Although Hamilton’s opponents were never able to defeat him 
- openly, they were able to shut him off from direct access to Congress 
and terminate the direct initiative originally possessed by the 
administration; but this was done at the expense of the control 
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exercised by the House through the Committee of the Whole. To — 

this day there is no Committee of Ways and Means or of Appropria- — 
tions in the English House of Commons except the whole house 
sitting in Committee of the Whole to consider taxes and supplies. 
Our House of Representatives started with the same system but on | 
December 16, 1796, it was resolved that a Committee on Waysand | 
Means should be appointed and on January 7, 1802, it was estab- 
lished as a permanent standing committee. At that time there 
were only five standing committees but the parcelling of legislative 
initiative among committees once begun the process went on rapidly 
and motions to increase the number were made at every session. 
The effect in impairing the collective weight and dignity of the 
House was soon manifested. In 1797 Fisher Ames, a Federalist 
member of Congress, wrote to Hamilton: 


The heads of departments are chief clerks. Instead of being the ministry, 
the organs of the executive power, and imparting a kind of momentum to the 
operation of the laws, they are precluded even from communicating with the _ 
House by reports. In other countries they may speak as well as act. Weallow 
them to do neither . . . . The efficiency of government is reduced toa 
minimum .. . . Committees already are the ministers, and while the 
House indulges a jealousy of encroachment in its functions, which are properly _ 
deliberative, it does not perceive that these are impaired and nullified by the 
monopoly as well as the perversion of information by these committees. . 


Similar testimony is given by Justice Story. He was a political 
adherent of Jefferson who in 1811 appointed him an associate 
justice of the supreme court. His Commentaries were published 
in 1833, and he was speaking from personal knowledge of conditions 
in Washington when he wrote: 


The heads of departments are, in fact, thus precluded from proposing or 
vindicating their own measures in the face of the nation in the course of debate, 
and are compelled to submit them to other men who are either imperfectly 
acquainted with the measures or are indifferent to their success or failure. Thus 
that open and public responsibility for measures which properly belongs to the 
executive in all governments, and especially in a republican government, as its 
greatest security and strength, is completely done away. The executive is com- 
pelled to resort to secret and unseen influences, to private interviews, and private 
arrangements to accomplish its own appropriate purposes, instead of proposing 
and sustaining its own duties and measures by a bold and manly appeal to the 
nation in the face of its representatives. 


Story’s characterization of the actual government as one of 
“secret and unseen influences’’ well describes the system that took 
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- shape during Jefferson’s administration. He broke with the prac- 
tice of direct oral communication between the executive and Con- 
gress which Washington’s administration had taken over from the 


_ relations with Congress upon the standing committee system. It 
_ beeame party usage to allow the administration to pick the chair- 
men of important committees, which practically meant that the 
- Iaglative proposals of the administration instead of going openly 
into Congress by the front door slipped in secretly by committee 
ay. “4 backstairs out of the public view. The system avoided administra- 
: tive responsibility. As Story pointed out, “one consequence of this 
_ state of things is that there never can be traced home to the executive 
- any responsibility for the measures which are planned and carried 
at its suggestion.” Nor could responsibility be justly imputed to 
_ the executive since it was not free to determine the form and char- 
acter of the measures promoted, that being a matter which had to 
be arrived at by arrangement with the House committees in which 
concessions naturally had to be made as in all diplomatic negotiation. 
_ This system of directing legislation by private arrangement between 
_ the administration and the standing committees lasted until John 
- Quincy Adams’ administration when it broke down completely. 
Senator Benton of Missouri, although himself a participant in the 
Jackson movement that caused this rupture, made an observation 
upon it which shows that the original tradition of administrative 
initiative still survived. In his Thirty Years View he remarked: 


‘ 


i 2 The appointment of the majority of the members in all committees, and their 
_ Chairmen, in both Houses, adverse to the administration, was a regular conse- 

quence of the inflamed state of parties, although the proper conducting of the 
= business would demand for the administration the chairmen of several 
committees as enabling it to place its measures fairly before the House. 


Bey. oon i With this breakdown disappeared from our system all recogni- 


tion of the legislative initiative of the President as President. Ad- 
_ ministrative experience is so naturally and inevitably the source of 
_ legislative initiative that it cannot in practice be separated from the 
executive office, but ever since the Jacksonian period it does not 
 inhere in the office but attaches to it through the development of 
party machinery peculiar to the United States. Nominating con- 
ventions, party platforms and all the complex machinery of party 
discipline and management have been evolved to fill the gap between 
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the executive and the legislature. The President possesses an — 
actual initiative of masterful authority but he derives it from his 
position as head of his party and its national leader, and heexercises 
it through party agency. The connecting link between the execu- — cr pee F 
tive and Congress is the party caucus. 

As the President has no access to Congress for his measures save 
by the favor of his party associates, it is incumbent upon the al 
managers to keep their followers in an acquiescent temper. The -s 
system of indulgence thus introduced has caused the monstrous — 
development of the pay and perquisites of Congress that makes it~ 
by far the most expensive assembly the world has ever known. 
To the same general cause is due the conversion of Congress intoa _ 
legislative mill, tens of thousands of proposals being made every 
session whereas in the British parliament, with the affairs of an © 
empire to control, the number of bills introduced during a session 
never exceeds a few hundred, and in recent sessions amounts to ssw 
much less than a hundred. As part of the same train of conse- — 
quences buncombe speechmaking is substituted for deliberation, 
the distribution of time for debate being treated as an individual 
perquisite to be utilized in any way the favored member may choose, 
irrespective of the subject nominally before the House. An inciden- 
tal effect is to convert the Congressional Record into an electioneer- 
ing dump. Executive appointments to office are included among 
Congressional perquisites and the ability of the President to obtain 
consideration of the public business is so strictly conditioned upon © 
his surrender of the appointing power that the practice has been — 
systematized and it is regarded as a violation of senatorial preroga- 
tive to make an appointment in a state save at the instance of the | 
Senators from that state. This extension of the concurring power 
of the Senate, coupled with the Senate’s ability tomake any changes | 
in revenue and appropriation bills it sees fit, has reduced the House 
to a position of really abject inferiority. There could be no greater 
contrast than that which exists between its present position and 
that anticipated for it in The Federalist. The constitutional posi- —_ 
tion of the House as an organ of control over the government in __ 
behalf of the people has been altogether destroyed. There are _ 
numerous committees on expenditures in the various departments _ 
of the government provided by the rules of the House but in practice _ 
they are merely a part of the Congressional patronage fund, and 
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=a exercise no real control or supervision. Their futility in these 


respects was strikingly revealed in consequence of the Acts of 1870 


field, requiring all unused appropriations to be covered back into 
the treasury. It then appeared that unexpended balances had 
accumulated in the departments to the aggregate amount of 
$174,000,000, and in a single bureau there was an unexpended bal- 
ance of $36,000,000, the accumulation of a quarter of a century.’ 
The conversion of the House from an organ of control into a con- 


_ become more and more that of an instrument for registering party 
_ determinations of policy arrived at outside of the House. The 
ra _ deliberative functions of Congress now hardly survive except in the 
Senate. 
arr All these consequences, which affect every part of the govern- 
‘ment, are experienced with convergent force in budget procedure. 
Something in the nature of system existed for many years through 
_ the concentration of taxation in the hands of the Committee on 
Ways and Means. For the first forty years of the government all 
_ the appropriations were made in one bill. In 1865 revenue and 
expenditure were disconnected by the creation of the Committee on 
Appropriations. In 1880 the Agricultural appropriation bill was 
turned over to a standing committee. The River and Harbor bill 
was reported independently of the Committee on Appropriations 
for many years before 1883 when a standing Committee on Rivers 
and Harbors was authorized with the power of reporting appropria- 
tions of that class. In 1885 special exigencies of party management 
caused changes that destroyed the last vestiges of budget system. 
Mr. Randall, who was then chairman of the Committee on Appro- 
priations, was opposed to the tariff policy of the administration. 
To break down his influence with members, the rules were amended 
so as to distribute seven of the regular appropriation bills among 
separate committees. There are now fourteen regular appropria- 
tion bills distributed among eight different committees of the House. 
Seven of these committees have jurisdiction over but one appropria- 
tion bill, the other bills remaining in the custody of the Committee 


1 Instructive details are contained in an address by Theodore E. Burton, 


delivered in the House, March 15, 1904. 


i Rs _ and 1874, passed through the insistence of Mr. Dawes and Mr. Gar- 
. 
“40-7, 
eee a _ course of particular agency has caused its part in the government to 
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on Appropriations. The consequence of the distribution was thus | 
described by Chairman Tawney in 1909: : 
Each of those committees which has jurisdiction of but one appropriation _ 
bill naturally becomes the partisan representative of the department for which — 
it recommends appropriations rather than the representative of the body to 
which its members belong. . . . . When the jurisdiction of theCommittee _ 
on Appropriations was thus divided, Mr. Randall and Mr. Cannon, then members 
of that committee, predicted that this division of jurisdiction would cost the — ct ae 
people of the United States not less than $50,000,000 annually. They werenot = =~ 
far out of the way, as our experience has proven. 
The collapse of all budget system in 1885 had a curious result Bi mes, 
in developing a method of control that to some extent counteracted «> 
congressional incapacity. But the new control was not constitu- p 
tional but was absolutist. It was maintained through an autocratic ee 
power exercised by the Speaker with undisguised baldness. The 
process was simplicity itself. If he did not wish a bill to be passed 
he would not recognize any one to move its consideration. It — ‘ 
became a regular practice for members tovisit the Speakertoexplain = ~— 
the purpose for which they desired recognition and get his consent. 
In addition, through a small Committee on Rules of which he was 
a member with such colleagues as he chose to appoint, he virtually 
controlled the time of the House. The Committee on Rulesalways _ 
had the right of way, and at any time it could bring in a special 
order fixing the time at which any matter should be taken up by 
the House and also the period to be allotted to its consideration; — 
and, nothing else could be considered until action had been taken ~ 
on the report of the committee. A necessary incident of the 
method was the handling of patronage and appropriations to main- ae 
tain party discipline, so the method involved increasing pressure _ 
upon the appropriation bills. But when the extravagance reached _ 
lengths that might make trouble for the party in the elections, the _ 
autocratic power of the Speaker could be exercised to reduce the 
aggregate by holding up appropriation bills. The bills usually 
attacked for this purpose were what are known in congressional 
slang as the pork barrels Public Buildings and Rivers and Harbors. — 
The distribution of district “pork” would be made as usual but | 
when the bill was ready for passage the Speaker would not allowit = 
to be considered, even although petitioned by a majority of the 
House. The application of party discipline to keep members _ 
quiescent under this arbitrary rule was facilitated by the fact that _ 
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the privation was general and a member could explain to his district 
that although he had not been able to land local appropriations no 
one else had had any better success. The following item from the 
Pittsburg Dispatch of January 24, 1897, illustrates this curious situa- 
tion which is probably without a parallel in constitutional history: 


Congressman Ernest F. Acheson was in Pittsburg yesterday. He said he 
had been forced to agree with Speaker Reed in refusing to give a place to the 
Omnibus bill, providing appropriations for seventy public buildings, three of 
which were to be located in Wilkesbarre, Altoona, and his own town of Washing- 
ton. Speaker Reed showed that the deficit for the month current was already 
$8,107,118, and for the fiscal year $46,009,514. And thus it was he refused to 
grant a petition signed by 308 members of the House. 


The development of this autocratic power, which was not the 
work of any on Sepeaker and which went on no matter which party 
was ascendant, tended to displace the initiative which the President 
exercised as a party leader. There was a period when the chief seat 
of authority in the administration was not the presidential office 
but was a group of undertakers embracing the Speaker and some 
leading chairmen of committees in both Houses. During this 
period an extraordinarily naked display of the way in which the 
appropriations may be used to dictate public policy was made in the 
House. There was a strong sentiment adverse to the policy which 
the oligarchy was pursuing in respect of currency legislation but a 
committee chairman quelled revolt by the blunt announcement: 

“T have the report on the Public Buildings bill in my pocket. 
I am going to keep it there until a satisfactory currency Dill is 
passed.’’? 

This rule of oligarchy was quite dependent upon advantages of 
position and it excited such antagonism that it was suddenly over- 
thrown by the parliamentary revolution of March 19, 1910. A 
schism in the party to which the Speaker belonged carried over to 
the opposition votes enough to defeat him on a point of order. 
This victory was followed up by the passage of a resolution increas- 
ing the membership of the Committee on Rules from five to ten 
members, no longer to be appointed by the Speaker but elected by 
the House, and it was expressly provided that the Speaker should 
not even be a member. This exclusion of the Speaker from his old 
post of managing director of the House has been since confirmed by 
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further changes in the rules. Nominally the House now elects all 
the committees, but by a rule adopted in the Democratic caucus, 
January 19, 1911, the actual selection is vested in the Committee on 
Ways and Means. The practical effect is to make the chairman of 
that committee the leader of the House and to make the caucus 
the seat of party direction and management. The Committee on 
Rules now acts under caucus direction in reporting the special orders 
under which important legislative business is necessarily transacted. _ 
It has been calculated that it would take over sixty years to con- 
sider in regular order the bills poured into Congress at every session.? 
These changes have invigorated the initiative attaching to the 
office of the President as the national leader of his party, but he has — 
effective access to the House for his measures only through the — 
party caucus. The task devolving on the party management of 
keeping the caucus in an acquiescent temper has tended toexpand © 
Congressional perquisites and to increase the pressure on the appro- __ 
priations. In this respect the situation is now worse than in the 
days of the autocratic rule of the Speaker. It has become a matter > 
of acute anxiety with members who feel their national responsibility. | 
The present chairman of the Appropriations Committee has —— @ 


former system of control through the concentration of the appro- — 
priations in the hands of a single committee. Ina speech delivered 


ment. He said: 


When the burdens finally become so great as to be intolerable then the aa 
nevitable rising will take place. One thing that is essential to accomplish in this 
body—and it will be done some day—is to deprive the individual member of 
Congress of the right to initiate expenditures. 


reform is becoming practically inevitable. The beginning of a new 
system was incited by section 7, of the Sundry Civil Appropriation _ 
bill of March 4, 1909, putting upon the President the duty of revis- _ 
ing the department estimates so as to coérdinate them with the 7 
* Congressional Record, Vol. 43, No. 17, Jan. 7, 1909, p. 611 et seg. ; s a 
‘A comprehensive account of committee conditions is given in the speech of i 
Chairman Fitzgerald, June 24, 1913. Congressional Record, vel. 50, 3, 63d 
Congress, first session, p. 2154 et seq. : 


te) 
he 
of 
to 
1€ 
y 
it 
at 
1€ 
re edly urged without success that the House should return to the a 
th 
a 
In Ul Ouse, February flo, ne suggested | ical treat-— 
t. 
is 
of 
re 
A The present situation, with its entire lack of budget system, is Bs 
to admitted by thoughtful Congressmen to be indefensible and some | 
rr. 
\S- 
on 
: 
ld 
Id 
xy 


revenues. ‘Under President Taft’s administration an executive 
commission made a thorough study of the subject with a view of 
devising an exact and comprehensive form of budget statement, 
_ but a spirit of antagonism developed in Congress and a clause was 

_ inserted in an appropriation bill prohibiting any change in the form 
in which the estimates are transmitted to Congress. Nevertheless, 
- forms were devised that will be of service whenever Congress moves 
in the matter. But such is the relation between budget making 


Fight and not of favor. So long as the administration is dependent 
upon any sort of mediation in presenting its budget estimates and 
legislative proposals to the consideration of Congress, sound and 
of the public finances is unattainable. 
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UNITED STATES 


By Freperick A. CLEVELAND, 


“ ber Director, Bureau of Municipal Research, New York City. 


mm Difficulty in tracing the evolution of the “budget idea” inthe —__ 
United States lies not so much in the historical material to be 
mastered as in decision as to what “idea” is to be discussed. ‘a 


What is the “ Budget Idea’’? 


Most controversies grow out of the failure of parties contestant 
to make clear what they are talking about. Words in ordinary use 
make expression of thought difficult whenever exactness is required. 
It is for this reason that science has gone entirely outside the com- 
mon language for its terms. The word “budget”’ is a term used in 
so many different ways that no one can write on any aspect of budg- 
ets or budget practice without risk of controversy about the facts un- 
til he has taken the trouble to tell what he conceives a budget to be. 
Writers, therefore, not infrequently begin with a definition. Itis 
an interesting fact, however, that nearly all these definitions are so | 
indefinite that the reader is still left in doubt. 


eer Definition of Budget as Herein Used 


a id In this essay the term “budget,” is used to mean a plan for 


financing an enterprise or government during a definite period, which is __ 
prepared and submitted by a responsible executive to a representative 
body (or other duly constituted agent) whose approval and authorization 
are necessary before the plan may be executed. ; 

In order that no room may be left for inference, each of these __ 
clauses may be enlarged on and the reason given for its use: ee 

(1) The idea “budget” is classed as a “plan” instead ofa sy 
‘‘document” or a “statement” forthe reasonthatitisinthenature 
of a definite proposal calling for approval or disapproval with such __ 
details and specifications attached as are thought to be usefultothe __ 
approving body or agents in arriving at a decision. > a 

(2) It is differentiated from other plans by the phrase “for ae 
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financing an enterprise or government during a definite period.” 
This includes the first idea of Leroy-Beaulieu’s definition. But if 
it stopped here it would be just as defective; anyone might make a 
plan for financing an enterprise or a government. For this reason 
: it is further differentiated by the requirement that to be a budget 
o “a it must be “ prepared and submitted by a responsible executive.” 
(3) One other essential is added, viz., that it must be submitted 
to “a representative body (or other duly constituted agent) whose 
approval and authorization are necessary before the plan may be 
_ executed.” Each of these qualifying phrases is so full of meaning 
_ and each so necessary to a budget practice that it is deserving of 


The Budget as a Plan of Financing 


The one thing that has been conspicuously lacking in our gov- 
F - ernmental business, federal, state and municipal, has been the ele- 
ment of careful, understandable, responsible planning. The lack of 
| _ ¢areful, understandable, responsible planning has been an incident 
_ of “invisible” or “irresponsible” government. Each year in every 
_ jurisdiction we have had “estimates” both of revenues and expendi- 
tures. But “estimates” in themselves do not constitute a budget. 
; = _ They only serve the purpose of laying the foundation for work 

_ plans and financial plans. 
These estimates must be of two kinds, viz: (1) there must be 
_ estimates of needs, and (2) there must be estimates of the financial 
resources that may be availed of to meet needs. To be of value the 
estimates must be made by a great many persons. The estimate 
of needs must be made by persons who are familiar with the re- 
quirements of each kind of work to be done, or each service to be 
rendered—with the operating requirements, the maintenance re- 
quirements, the capital requirements. Then one or more persons 
must make up estimates of needs for certain things that are common 
to all services—those which are general, such as requirements for 
interest, sinking fund requirements, the requirements for payment 
of maturing obligations for which no sinking funds are provided, 
requirements for purchase of common lands and theconductofcommon 
business transactions such as advertising, printing,etc. Thenagain, 
estimates of the financial resources which may be availed of to meet 
estimated financial needs, to be of the highest value, must be made 
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up by a of other persons who are familiar with present 
financial conditions; they must also be able to forecast probable 

revenues derivable under existing law; they must have knowledge 
of the present and probable future condition of appropriations and 
funds, having in mind present and proposed financial policies they 
must have the ability to forecast probable financial conditions of 
surplus and deficit at the beginning of the period to be financed = 
and of probable surplus and deficit at the end. 


Plan Must Be Made by a Responsible Executive 


All these various estimates of expenditures, of revenues, and 
of financial condition must be brought together; they must be 
considered by someone who can think in terms of the institution 


must be stated as a definite proposal and a basis for action by some 
one person or agency that can be held to account. The only | 
person who can be held to account is the one who is to execute 
the plan proposed. This executive therefore is the only one who | 
can be made responsible for leadership. 

The estimates and conclusions must be presented to the repre- 
sentatives of the people whose approval and action are required 
before spending officers are authorized to go ahead. They must be _ 
presented as a definite plan or prospectus which will show what is _ se 
proposed to be undertaken. This plan must not only show what 
undertakings are proposed but what will be the probable cost on the 
one hand and how the cost is to be met. Thefinancial planmust deal 
____ with great questions of public policy—must set forth how much is to 
. 4 be met by revenue, how much is to be met by borrowing, and how e 
é:. much, if any, is to be met from surplus. The plan must show what 


carry on the business efficiently and meet obligations as they mature. 
Not only is it necessary that the ‘‘estimates”’ be prepared by persons 
familiar with the facts, but it is quite as essential that the plan of 
work and of financing be proposed and submitted by the same person 
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as a whole; they must be brought to a conclusion; and conclusions _ fe “- " 
‘ 
autnOoriZations Should be given to e executive to enabie him to 
Fae who is to be held accountable for directing the execution of the plan. | ee. 
3 This means the executive. To have a plan—in other words the . us 
“budget’”’—made by persons who have no responsibility forcarry- = 
the busi ld be destructive of the v 
__--* Ing on the business wou e destructive of the very purpose “a 


representatives and through the electorate. No plan or proposal 
can serve this purpose which comes from individual representatives 
any more than it could if it came from individual electors. In the 
_ first place it is incompatible that the proposer should also be the 
disposer of public funds. In the second place the proposal should 
not reflect the interests of a single individual or a single district— 
but the interests of the whole community of associated interests 

which are composed in the state or nation. 
The one who submits the financial proposal should be respon- 
sible to all—he should be accountable for the management of the 
_ affairs of the whole government. Since the several parts of the 
_ government are interdependent, no legislative committee can pre- 
pare a budget unless the business of the government is to be man- 
aged by this committee as in a commission government, or in New 
_ -York City where the executive power is in its Board of Estimate 
and Apportionment. But they must act together. Responsibility 
should be attached to some one man, or some group of persons acting 
as one man, who can be continued or retired asone man. It was for 
this reason that Great Britain did not succeed in establishing a true 
budget system till after 1800 when the principle of solidarity of re- 
sponsibility was forced on the cabinet. Even then the budget could 
not be made effective until a means was provided for enforcing this 
responsibility through a truly representative parliament—until the 
— 3, reform acts of 1837 which made parliament in effect the people in ses- 
gion. In discussing the evolution of the budget idea in the United 
_ States, therefore, what is meant is the development of the idea of “‘a 


a prepared and submitted by a responsible executive to a representa- 
_ tive body whose approval and authorization are necessary ‘before 
_ the proposed plan may be executed.”’ 


Budget Control by the Representative Body 


oo alae As it is the institutional and constitutional purpose of the 
ss budget to serve as a means both of exercising control over what the 
government shall do and how it shall be financed and also for making 


Se i. i The representative character of a government is to be found | 
ea Sa ae F in its legislature and in its electorate. As has been pointed out, the 

— qe Ae. F constitutional or institutional purpose of a budget is to make the 

@xecutive responsible and responsive to the people through their 

it 

Ne 

<a 

— lan for financing the government during a definite period, which is 


the executive responsible and responsive to the people through their 
chosen representatives and through the electorate, the budget cannot 
be more than a proposal or request. Actual authorization must 
come from the representative or electorate body before a dollar 
can be raised or spent. Or if some latitude is given to the executive 
to spend without such action first obtained, the expenditures so 
made must come to representatives and the electorate for approval. 
A budget can have no force. A budget, as such, can convey no 
authority. It is only the “act” of appropriation, the revenue or 
the borrowing “measure’”’ which gives authority to the executive. 
Therefore, the “act’’ and “enacted measure” must be clearly dis- 
appeaned from the “plan” or “ proposal”’ of the executive. | 
43 How Legislative Control May be Made Effective cate mn 


If the executive is to be held responsible for results, the legis- 
lature must do three things: viz.: (1) It must provide a means of 
enabling representatives to find out whether the executive has acted 
within his past authorizations and conducted the business efficiently; 
(2) it must provide a means of enabling representatives to inquire 
into the requests for future grants; (3) since the purpose of a repre- 
sentative system is to make the government responsible and respon- 
sive to the people, it must provide a means of reaching the people, 
of letting the people know what has been done and what is proposed 
and of getting controversies between a majority of representatives 
and the executive before the electorate for final decision. With 
provision made for these three things the representative system is 
adapted to the ends and purposes of a democracy; without provision 
for these three things the representative system is not adapted to 
the ends and purposes of a democracy. 


How Legislative Inquiry May be Made Effective 


The collateral means which have been found effective for keep- 
ing the executive within authorizations are the creation of an agency 
for independent audit and report on all transactions, the establish- 
ment of an independent judiciary for the settlement of legal con- 
troversies, and the authority of the legislature to make independent 

_ inquiries. But these are collateral means. The method which has 
$ been found to be most effective for enabling representatives to in- 
- quire into requests for future grants, and obtain exact information 
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about what has been done as well as what is proposed, is to require 
the executive to appear personally before the representatives of the 
people at the time he makes his request for funds to answer ques- 
tions and details. Wide 
How the Electorate May be ae 

The method which has been found to be most effective for 
keeping the people in touch with public affairs and for having 
questions in issue settled by the electorate, is to make provision 
whereby each representative can openly question the executive and 
every item can be separately debated and voted on. And in case 
the executive is not supported to make further provision, the elec- 
torate may promptly retire either the executive or the opposing 
majority. What this means is, that a budget which is to serve its 
constitutional purpose must not only be an executive proposal sub- 
mitted to a representative body, but it must be submitted under 
such rules of procedure that each representative may have a right 
to personally and publicly make inquiry of the executive concern- 
| ing any matter or detail of the business in hand and also have the 
right openly and publicly to oppose any part of the plan which, in 
his opinion, is against the general welfare of the state. And the only 
procedure which has been found effective for doing this is to require 
that the estimates and the budget be considered and discussed in 
committee of the whole house with the executive present. 

Furthermore, the financial plan which is to be considered as a 
budget must be laid before representatives of the people, in such a 
way that it will at all times be the measure of the responsible execu- 
tive, and when approved or disapproved, the action taken must 
stand as the decision of sovereign power—must be the will of the 
people to support this responsible head of the government. The 
budget must be considered as the most important measure of any 
government. 


A Action on the Budget an Act of Popular Sovereignty a 


The passing of a budget, as the term budget is used in this 
discussion, is an attribute of sovereignty. When, as in a democ- 
racy, sovereignty is in the people, the authority given to the execu- 
tive by the ‘‘acts’’ passed in response to executive request must 
come directly or indirectly from the people; therefore, the procedure 
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to be effective must make the people an integral part of the action. 


re 

he This is what is meant by Leon Say in the statement that ‘Every | 

- member of the society or nation exercises a share of the prerogative _ 

| that the “‘act”’ of appropriation and the revenue and borrowing | 

= “measures’’ are in the nature of contracts made between taxpayers | 

ng on the one hand and the executive in power. But the “acts” or 

on 

ad called, the ‘budget’ of the executive.' 

ae The “ budget idea’”’ whose evolution in the United States is here © a 

- traced bears little relation to the estimates presented by an irre- 

ng sponsible executive or to the devices by which financial legislation is _ 

ts passed in a scheme of invisible government, with no means provided — sie 

b- for bringing executive and legislative action to the test of approval 4 

- or disapproval by the electorate. Those methods, which do not — 

ht make for responsible government, are not the subject of this essay. _ 

- The view adopted is the only one that is compatible with the evolu- | 

he tion of constitutional law where “contro! over the purse”’ has been 

m effectively used to bring the institution and practices of arepresenta- __ 

ly tive system into harmony with the ideals of democracy and popular 

re sovereignty. 

In Taken as a whole it may be said that until within the last few __ 
years the “‘ budget idea,’’ as the term is here used, has had noevo- 

& lution whatever in the United States. Our citizenship, our legis- 

& lators, and our constitution makers have until recently been as 

u- innocent of such an idea as an unborn babe. True, President 

st Wilson had written a masterly treatise calling attention to the 

ae devolution of our government—to the gross departure made from 

ne the ideals of the constitution as it was understood by the fathers— — 

y 1 There are two special treatises on what the authors have chosen to call : 
budgets in this country, viz.: Eugene E. Agger’s The Budget in the American Com- 
monwealth, 1907; and S. Gale Lowrie’s Budget, 1912. Both of these proceed 
from the notion that the documents which have been developed in American i" 

is practice to carry out the various constitutional inhibitions and the devices used 

e- to control expenditures are budgets. While these works are highly meritorious — 

exposés of American methods, the practices described are so far afield from what 
is here described as the “(budget idea” that the contrast should be noted. And 

st this distinction shouid be drawn if we are to consider the merits and demerits of ot oe 


these two widely differing practices. 


i 
. 
21 
‘ 
a 
| “A 
ey 
re 


and in this pointed to the fact that the administration was gradually 
drifting over into the hands of some forty odd irresponsible congres- 

sional committees. True, President Lowell and other students of 
foreign government had also written volumes on the gradual devel- 
opment of the principle of executive responsibility under representa- 

tive systems abroad, and pointed to the part that the “‘ budget idea”’ 

had played in this development. But these writings were unnoticed, 
except in academic discussion. The “ practical’? man complacently 
turned a deaf ear, or, if he did not refuse to listen, patronizingly 

put an end to all suggestions and arguments with the bold assertion 

that the idea was “undemocratic” and “un-American.’”’ When 

a single Congress authorized a billion dollars of expenditures and 

the party in power was attacked for extravagance, the answer was 

that “this is a billion-dollar country.” But increases in expendi- 

tures went on until within a few years we had a “two billion-dollar 
Congress.’’ It was the uncontrolled and uncontrollable increase 

in the cost of government that finally jostled the public into an 
attitude of hostility to a system which was so fondly called the 
“American system.” This growing hostility to doing business 
in the dark, to “boss rule,” to “invisible government,”’’ became the 

soil in which the “‘ budget idea’”’ finally took root and grew. Ques- 
tions raised by Mr. Tawney, as chairman of the committee on ap- 
 propriations, with respect to the system of raising and spending 

_ money were not new. It was only the circumstance of the “two- 
billion-dollar Congress” that caused the public to be disturbed. 
The bold assertion of Senator Aldrich that if he could run the federal 

_ government as he would a private business he could save $300,000,- 

_ 000 a year did more to upset complacency and bring about a demand 
for change in the methods of doing business than all the treatises 
that had been written on defects in the organic law. But this 
dramatization of waste had a constructive value. It caused men 
to ask fora remedy. It caused people to read and reread what had 
_ been written by President Wilson in 1885; it caused editors and 

_ writers to consider the methods employed in other countries which 
had succeeded in making their governments responsible; it provided 
san occasion for editorial comment; it made an audience for Proféssor 
_ Ford’s book,? which pointed to the fact that what had been so patron- 
Pe a izingly characterized as un-American in methods of political control 
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in England, continental Europe, Bermuda, Australia, and Japan 
were the methods used in the management of private business, and _ 
what had been so much lauded as the American system could be ; 
nothing else but wasteful and subversive of the very purposes s of oT am 
democracy. 


Efforts Made to Apply the Budget Idea in the Federal Government 


This brings us up to President Taft’s administration. During ~ 
President Roosevelt’s two administrations, the ship of state had 
been rocked and tossed about by storms of abuse. In this both the 
President and Congress took an active part, but nothing towards Be 
constructive legislation was undertaken which hada distinct bearing 
on the methods of controlling the national finances. For a period ay 
of six months after March 4, 1909, these storms subsided only _ 
to break again with renewed force. But the storm center was not — 
the cost of government; it was the tariff, ‘“‘standpatism’’, ‘“govern- __ 
ment for the privileged classes.” From the viewpoint of those who 
were interested in the development of the “‘ budget idea,”’ this was 
unfortunate, for President Taft had seriously undertaken to use the 
great powers and the influence of his office to foster that idea. 


im The President’s Inquiry into Methods of Doing Business 


3 President Taft’s answer to the demand for economy was to 
ask Congress in December, 1909, for an appropriation of $100,000 
“to enable the President to inquire into the methods of transacting 
the public business . . . . and to recommend to Congress 
such legislation as may be necessary to carry with effect changes 
_ found to be desirable that cannot be accomplished by executive 
action alone.’”’ As soon as this appropriation had been made avail- 
able the President instructed his secretary, Mr. Charles D. Norton, 
to make plans for the organization of the work. A preliminary 
Inquiry was begun on September 27, 1910. The first task of Secre- 
_ tary Norton was to organize within each department a committee 
Which would codperate with the White House staff in developing 
_ adefinite plan of work. Speaking on the magnitude and difficulty of 

_ the task, the President in his first report to Congress said: 

I have been given this fund to enable me to take action and to make specific 


recommendations with respect to the details of transacting the business of an 
_-—- OPganization whose activities are almost as varied as those of the entire business 
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world. The operations of the government affect the interest of every person 
living within the jurisdiction of the United States. Its organization embraces 
stations and centers of work located in every city and in many local subdivisions 
of the country. Its gross expenditures amount to nearly $1,000,000,000 annually. 
Including the personnel of the military and naval establishments, more than 
400,000 persons are required to do the work imposed by law upon the executive 
branch of the government. 

This vast organization has never been studied in detail as one piece of admin- 
istrative mechanism. Never have the foundations been laid for a thorough con- 
sideration of the relations of all of its parts. No comprehensive effort has been 
made to list its multifarious activities or to group them in such a way as to present 

_ @ clear picture of what the government is doing. Never has a complete descrip- 
tion been given of the agencies through which these activities are performed. At 
no time has the attempt been made to study all of these activities and agencies 
with a view to the assignment of each activity to the agency best fitted for its 
performance, to the avoidance of duplication of plant and work, to the integration 
of all administrative agencies of the government, so far as may be practicable, into 


The Organization of the President’s Commission on Economy and 
Efficiency 
One of the conclusions reached as a result of the preliminary 


_ inquiry is the following? ‘A very conspicuous cause of inefficiency 
; and waste is an inadequate provision of the methods of getting 
: fy before Congress a definite budget, i.e., a concrete and well-considered 


al ve program or prospectus of work to be financed.” 


When the Commission was organized sufficiently to permit of 
collective consideration of work to be done by it, a program of 

_ work was formulated which provided for five fairly distinct sub- 
jects to be handled, as follows: (1) The budget as an annual 
financial program; (2) The organization and activities of the 
government; (3) Problems of personnel; (4) Financial records and 
accounts; (5) Business practices and procedure. 

In the preliminary inquiry one of the first steps taken had been 

- to ask the several departmental committees codperating with the 


*See report on the preliminary inquiry under authority of the civil act of 
June 25, 1910, prior to the organization of the President’s Commission on Eco- 


nomy and Efficiency, covering the period September 27, 1910 to March 8, 
1911—circular No. 29 of the commission. 
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President to reanalyze the estimates in such manner as toshow the 
different kinds of things that were being purchased by the govern- | f 
ment and the amounts spent and estimated for each. As a result — 
of this inquiry the President for the first time had brought before _ 
him a summary of such facts as the following: The amounts spent _ 
by each bureau, by each department, and the government as a _ 
whole analyzed to show what part was for such things as personal 
services; services other than personal; materials; supplies; equip- 
ment, etc. For the first time it became known that the government 
was spending nearly $400,000,000 for salaries and wages (the digest 
of appropriations made it appear that only $189,000,000 was for st 
this purpose); that the government was spending $12,500,000 for 
the transportation of persons; that it was spending $78,000,000 for 
the transportation of things; that it was spending $8,000,000 — 
for subsistence of persons and, in addition, was spending $18,- 
500,000 for provisions, and $5,500,000 for wearing apparel, etc. eT 
Among the first things undertaken by the commission after its _ 
organization was to continue the analytical work with a view of — 
preparing a report on the need for an annual budget. In July, 1911, 
forms were drafted. These were discussed with department heads, _ 
and on August 1 were submitted to the President for his approval. _ 
On August 7 the President sent these forms to the departments and 
requested that they reclassify the data which was being obtained 
for the purposes of official estimates then in preparation. The 
forms asked for information on three subjects: (1) Expenditures _ 
for fiscal year ending June 30, 1911; (2) Appropriations for the => 
fiscal year ending June 30, 1912; (3) Estimates for appropriations = =—> 
for the fiscal year ending June 30, 1913. A different form was pre- = == 
pared for reporting on each of these subjects and a fourth form _ ; 
for a recapitulation. Each of these forms was so drawn as to pro- 
vide for showing the amounts expended, appropriated or estimated: 
(1) By each organization unit; (2) For each class of work to be — 
done; (3) By character of expenditure, such as current expenses, 
capital outlays, fixed charges, etc; and, (4) By the amount which __ 
had been expended, appropriated or estimated under each act or | 
class of acts of appropriation—whether by annual appropriation, 
permanent legislation, etc. The heads of departments were asked é 
_ to have these returns in by November 1, but it was not until after mos 
_ the first of the next year that they were made available to the Presi- — ‘ ne 
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dent. This was due to the fact that the forms required by — 


is were along entirely different lines, and it was necessary for the heads 


ie of departments to have the official estimates in the hands of the 
treasury and before Congress on a prescribed date. 

The report of the commission on “‘the Need for a National 
Budget’”’ was sent by the President to Congress with his approval 
on June 27, 1912.4 


The President Urges Congress to Accept the ‘‘ Budget Idea’’ 


In his letter of transmission President Taft pointed to the fact 
that the Executive is charged by the Constitution with the duty of 


publishing “a regular statement of receipts and expenditures”’ and 


“that he is also enjoined from time to time to give Congress in- 
formation on the state of the union and to recommend for considera- 
tion such measures as may be deemed expedient.’’ With these 
constitutional prescriptions President Taft held that the President 
had the power to prepare and submit to Congress each year “a 
_ definite, well-considered budget with a message calling attention 

to subjects of immediate importance.’”’ The President stated, 


+ however, in his message that he did not assume to exercise this 


_ power except in codperation with Congress; and he urged the neces- 


sity of repealing certain laws which were in conflict with the pro- 


posed practice. 
The purposes of sending the report to Congress as described 


a? by the President were: 


‘This was printed as house document No. 854 of the 62d Congress, second 
session (568 pages). The members of the commission who participated in the 
preparation and signed the report, besides the chairman, were: Frank J. Goodnow, 
for twenty-six years professor of administrative law in Columbia University, now 
President of Johns Hopkins University; William F. Willoughby, for more than 
twenty years connected with the government service in various capacities, now 
constitutional advisor to the Chinese Republic; Walter W. Warwick, for many 
years connected with the comptroller’s office and auditing service of the federal 
government, now the comptroller of the treasury; and Merritt O. Chance, for 
twenty-six years connected with various departments of the government, now 
postmaster at Washington. From June, 1911, to January, 1912, Mr. Harvey 8. 
Chase was also a member of the commission, but due to illness he was not able 
to be in Washington during the time that the budget report was being prepared 
and therefore did not share in authorship or join in signing the report. The 
subsequent use which Mr. Chase has made of the report, however, indicates that 
he is in general accord with the recommendations of the commission. i 
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IN Unirep STarTes 


me To suggest a method whereby the President, as the constitutional head of the 
administration, and Congress may consider and act on a definite business and 
financial program; 

To have the expenditures, appropriations and estimates so classified and 
summarized that their broad signifinance may be readily understood; 

To provide each member of Congress, as well as each citizen who is interested, 
with such data concerning each subject of interest as may be considered in relation 
to questions of public policy; 

To have these general summaries supported by such detailed information 
as is necessary to consider the economy and efficiency with which business has 
been transacted; 

In short, to suggest a plan whereby the President and Congress may codperate, 
the one in laying before Congress and the country a clearly expressed adminis- 
trative program to be acted on—the other in Jaying before the President a definite 
enactment for his judgment. 


This was the first time that any responsible officer of the national 
government had advocated the “budget idea.’’ This report not 
only contained a descriptive and critical report on the past practices 
of the national government with constructive recommendations, 
but supported these recommendations with an appendix of forms 
and a digest of the practices of thirty-eight other countries, in most 
of which the “‘budget idea’? had already been incorporated and 
made a part of the public law. 

Immediately following the submission of this report to Congress 
(July 10), President Taft issued an order to the heads of depart- 
ments to depute some officer with the duty to see that estimates of 
summaries for the next fiscal year would be prepared in accordance 
with the recommendations contained in his message of June 27, and 
in a letter directed the secretary and treasurer 


to print and send without delay to Congress the forms of estimates required by 
it; also to have sent to him (the President) the information asked for. 

This will be made the subject of review and revision and a summary statement 
in the form of a budget with documents will be sent to Congress by a Saal 
message as the proposal of the administration. 


4 Report and Recommendations Pigeon-holed 


ees At the time that this order was issued, Congress had not yet 
_ passed all of the annual appropriation bills—some of the bills as 
passed having been vetoed by the President. When on August 24 
ae _ the sundry civil bill became law it contained one clause modifying 
the form of the estimates to incorporate some of the suggestions of 

_ the commission, and another clause requiring the heads of depart- 
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ments to submit the estimates in the form and at the time re- 
quired by law to be submitted and at no other time and in no 
other form. Following this, when it came to the attention of 
President Taft that heads of departments expressed some doubt 


as to what were their duties in the matter, on September 9 the 
_ President sent a letter to each member of the cabinet, in which 
each was instructed to follow the orders both of the President 


and of Congress. With both houses of the legislature organ- 
ized against the executive and making demands on the depart- 
ments for information, the retiring chief executive had difficulty 
in obtaining the information desired. About February 1, however, 
all the data had been brought together and, on February 26, Presi- 
dent Taft submitted to Congress a budget with a message, which 
was refer.ed to the committee on appropriations and ordered to be 
printed with accompanying papers.’ And there it lay without 
consideration, action or report. 


Acceptance of ‘‘Idea’’ by the Public 


The budget proposals of President Taft, however, were not 
pigeon-holed by the public. They were taken up by the press 
throughout the country. Almost unanimously they had the 


support of public opinion. This opinion was further registered in 
_ a referendum which was taken on the subject by the Chamber of 
Commerce of the United States. Furthermore, many leading men, 


and even some of the members of Congress who, at the time ex- 
pressed themselves as being opposed to an executive budget, from 
time to time since then have come out strongly for the “budget idea.” 
One of those who has been emphatic in his opinion, is Congressman 
John J. Fitzgerald, chairman of the appropriation committee, who 
at the time the budget was referred to his committee opposed the 
act as executive interference. But Mr. Fitzgerald, speaking before 
the committee on state finances at the constitutional convention at 


_ Albany, June 26, 1915, said: 


We ought to have some way in the system of our government to fix direct 


responsibility, and you cannot fix responsibility if the power is too greatly scattered. 


q 


o, I would put it with the Executive. I would make him responsible 
at the outset. . . . . Some persons object that we should not deprive the 
_ representatives of the people of the right to loosen up the purse strings, but the 


5 Senate document 1113, 62d Congress, 3d session. es 
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~ universal condition of this country today is not that we must safeguard the rights 


IDEA IN THE Unrrap STATES 


of the people to get money for things. The whole curse of our condition is 
that everybody is doing his utmost to get it and succeeds; and the evil to be cor- 
rected is the evil of excessive expenditure. . . . . Now if there were some 
way by which that could be stopped . . . . it would do what is done in the 
governments where they had a responsible government with the budget system. 
If my constitutents were keenly interested in some matter that required an ex- 
penditure of public money, I would be compelled to present the matter to the 
department that had charge of it. They would make their investigations. They 


would determine whether it was one of those things that should be a and - 


they would have to take responsibility for requesting it. 


With President Wilson’s long standing advocacy of a budget 


i system, with Secretary McAdoo’s reported determination to work 


for the introduction of a budget procedure; with the chairman of 
the appropriation committee outspoken in his belief as quoted above, 
it is confidently expected that something may be done in the next 
Congress to adapt the laws of the federal government and the pro- 
cedure of Congress to a practical relation whereby the country may 
have the benefit of executive leadership and the voting of money 
may rest on a plane of openhanded dealing. 


The Budget Idea in State Government 


The provisions in the state constitutions as they were originally 
drawn having to do with the relations of the executive to the legis- 
lative branch follow very closely those of the federal constitution. 
At present, however, they differ very materially, due to the fact 
that the federal constitution, with few exceptions, is as it was orig- 
inally drawn while the state constitutions have been frequently 
changed. With the federal government there has been a gradual 
departure in practice from the spirit and expression of the constitu- 
tion as drawn. This was pointed out very clearly by President 
Wilson in his treatise on congressional government. In the state, 
the changed attitude of the people toward the government is found 
in the gradual decimation of executive power on the one hand and 
the increasing number of limitations placed on the legislature on 
the other. 


Requirements of State Constitutions 
It is of interest to note the duties that are imposed by state 


od Outlook for a Federal Budget 
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raising and accountability for expenditure. In every state in the 
union some such provision as this is made: That the governor shall 
“from time to time” or “at every session” or “at every regular 
session”’ give the legislature information on the condition of the 
state and make recommendations. In four states—Colorado, 
Idaho, Illinois and Kansas—it is required that he shall ‘“‘ recommend 
measures.”’ As a matter of practice, however, these requirements 
have been construed in the same manner as the similar provision in 
the federal constitution. The governor has not been assumed to 
have any standing whatever before the legislature until a bill is 
passed. He has not been assumed to have any right personally to 
introduce any bill or to appear for or explain or defend any measure 
openly. Nine of the constitutions® require that the governor shall 
present at the commencement of each regular session estimates of the 
amount of money to be raised by taxation for all purposes. These 
provisions, however, have not been so construed as to lay upon the 
governor the requirement of preparing and submitting a ‘‘ budget,” 
nor has any procedure been developed that is based on such an 
assumption. As a matter of fact, the constitutional provisions 
have been either perfunctorily complied with by subordinates or 
have been dead letters, as is pointed out in the report of the Com- 
mittee on Efficiency and Economy of the state of Illinois.’ Al- 
though the governor was specifically directed by the constitution to 
lay before the legislature the estimates of money required, the 
committee states that so far as they could ascertain no attention 
whatever had been paid to it. This, however, has only to do with 
the amount of money required to be raised by taxation; it does not 
lay upon the governor the duty of submitting estimates of proposed 
expenditure. 

In the constitution of Maryland it is made the duty of the 
comptroller to prepare and submit estimates of revenues and 
expenditures. Other constitutions require that one or more other 
state officers shall prepare such estimates. In states where no 
constitutional requirement has been laid on the governor, or state 
officers, statutes have been passed providing that certain officers 
individually or acting as a board ez-officio shall prepare and submit 
estimates. 

‘Ala. V, 123; Colo. IV, 8; Ida. IVA; Ill V, 77; Mo. V, 10; Mont. VII, 


10; Nebr. V, 77; Tex. IV, 9; W. Va., VII, 6. 
See of the Economy and Committee of p. 22. 
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Boards of Control 


 - The futility of efforts to establish a budget procedure without 
some means whereby the executive may be responsible for its pro- 
posal and in which the executive will be required to explain and 
defend the financial measure of the administration is shown by the 
experience in each of the forty-nine instances where it has been 
tried. In 1912 Wisconsin undertook to provide a means whereby 
a budget might be developed as a joint measure of the legislature 
and of the administration. It was in support of this idea that the 
report written by Dr. Lowrie was submitted through the State 
Board of Public Affairs. While this may be a desirable adaptation, 
as long as we are to assume that the governor is not to be a chief 
executive and that the government is to be divided up into various 
small jurisdictions over which there is no control other than that 
of the legislature, it is not a method which is consistent with the 
“budget idea.”’ 

New York undertook to interject into its budget procedure a 
means of central control by the same method.* The purpose of this 
board was to make a budget as the term was understood by the 
legislators. The board was made up of the governor, lieutenant 
governor, the president pro tempore of the senate, the chairman of 
the finance committee of the senate, the speaker of the assembly, 
the chairman of the ways and means committee of the assembly, the 
comptroller, the attorney general, the ‘commissioner of efficiency 
and economy—and four members ez-officio of the legislative branch 
and five members ez-officio of the executive and administrative 
branches. The first year that the estimates came before this board 
it was unable to come to any conclusion and made no report except 
such as was submitted through two officers of the board upon each 
of whom was laid the responsibility independently for submitting 
estimates with reports thereon.® 

The unsatisfactory operation of the laws governing the admi- 

*See laws 1913, ch. 281—An act to establish a state board of estimate. 

*The commissioner of efficiency and economy was required to make a careful 
study of each office, examine the accounts, prescribe the form of submitting de- 
partmental estimates and examine these statements, and make recommendations. 
The comptroller was also required by law to prepare and submit to the legislature 
estimates of revenues and expenditures. Both of these officers performed the 


duties required by law, but the “board of estimate” were unable to come to any 
conclusion. Both of these officers were also members of the board of estimate. 
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nistration of various states, within the last few years, has been the 
subject of much popular unrest. In recognition of this dissatis- 
faction several states have appointed commissions or committees of 
inquiry for the purpose of ascertaining wherein the methods of 
conducting business may be changed with a view to increasing 
efficiency and economy. In 1912, Massachusetts and New Jersey 
each appointed such a commission. In 1913, New York, Pennsyl- 
vania, Minnesota, Iowa, Illinois and California appointed com- 
missions or committees with instructions to report. Most of these 
commissions have pointed to the irresponsive character of our state 
governments; all of them have made recommendations. 

Under the federal constitution the President is made responsible 
to the electorate for the executive departments. It was the opinion 
of President Taft, set forth in a special message to Congress, that 
the President had the power, under the federal constitution, to pre- 
pare and submit a budget, although, without constitutional change 
or legislation, his proposals might receive no consideration. In the 
states, however, the executive branch has been so far carved up into 
independent jurisdictions that the governor could not obtain the 
information or coéperation required to make an executive budget 
effective. The only remedy is constitutional revision, which looks 
toward executive reorganization as well as a definite prescription for 
a budget. 

New York, through its constitutional convention—the one 
which has just adjourned—is the first state that has ever undertaken 
to frame the financial measures of its constitution around the 
“budget idea.” The extent to which the convention succeeded in 
injecting this idea into the constitution will appear from a reading 
of the draft which in November will be submitted to the electorate 
for their approval. 


= 


: mee Budget Ideas Applied to Municipalities 
=i 


The political consciousness of the duties of citizenship was first 
awakened in the government of our municipalities. There, attention 
was first given to matters of electoral reform and charter reorganiza- 
tion. Later, through the organization of independent civic agencies 
with staff equipment to inquire into matters of public business, 
attention became centered on methods and results. Among the 
first conditions which came to attention, after these agencies of 
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citizenship began to direct their attention to details, was the fact 
that the accounts did not provide the information needed to show 
what the government was doing, how it was doing it, what results 
were being obtained and what was the cost of results—whether good, 
bad or indifferent. Furthermore, it was found that responsibility for 
these conditions could not be located. The whole administration 
had been carved up into little jurisdictions and the business put into 
pigeon-holes and pockets in each of which some officer or subordi- 
nate came to have what was regarded as a proprietary interest or 
right to control. As a means of breaking down these many petty 
jurisdictions and requiring information on standard lines to come to 
a central office where it could be summarized and codérdinated, the 
cities were led to adopt the same general method that had been 
employed in the national government—namely, that of sub-dividing 
appropriation accounts to such an extent as to force administrative 
agencies to account in detail to the legislative committee charged 
with the consideration of the appropriation bill. This detailed sub- 
division of appropriation accounts has come to be called a “segre- 
gated budget’’—an evident misnomer. What the cities did which 
developed a new appropriation procedure from the viewpoint of 
enforcing accounting requirements was to confuse the “act of 
appropriation’’ with a “budget.” Since these legislative com- 
mittees had no means of limiting administrative action in any other 
way, they substituted a highly detailed appropriation for control 
through a responsible executive by use of a ‘“‘budget”’ under gen- 
eral law requiring detailed accounts to be prepared and submitted 
in support of the requests of a chief executive. This was only one 
more step in the direction of government by limitations instead of 
a step in the direction of responsible government with powers and 
a means of enforcing accountabilities. 

But in another respect this experience has been misleading. 
The “budget idea”’ as it is here used assumes a responsible execu- 
tive—in other words, such an idea cannot obtain in any jurisdiction, 
municipal, state or national unless there is some one who is respon- 
sible for executing the plans—for doing the things for which appro- 
priations and revenue grants are requested. Where no such pro- 
vision was made to definitize and locate responsibility and where no 
means was provided for enforcing efficiency and economy in admin- 
istration what was called the “segregated budget” gained advocates 
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through preventing officers from doing harm. The cities which 
have adopted this means have been able to exercise control but they 
have not been able to establish responsibility—in fact, the method 
is one which stands in the way of enforcing responsibility for that 
discretion in management which will make for efficiency. 

Municipalities that have been attempting to make budgets 
have suffered as much from charter provisions, passed on the theory 
that the purpose of a charter was to keep officers from doing harm, 
as have the states in their constitutions. For example, the city of 
Philadelphia, which has done much toward working out the forms 
and procedures of budget control, has not been able to make this 
effective because, although it has a highly centralized executive 
organization, the mayor is not made the responsible leader before 
councils in securing measures for better administration—the comp- 
troller is the only one who by charter is permitted to submit to the 
board of aldermen the estimates and no one is required to assume 
responsibility for a definite financial plan or proposal for the next 
fiscal period. The finance committee on councils stands in the same 
relation to the administration in this respect as does the committee 
on appropriations of the national government. It is not until the 
finance committee has completed its work that there is anything 
officially before councils for consideration. 

The charter of the city of New York constitutes a board of 
eight members as the chief executive of the city, made up of the 
mayor, the president of the board of aldermen, the comptroller, 
and the five borough presidents. In this there is no provision for 
the principle of solidarity of responsibility. Although the constitu- 
tion requires that this board prepare and submit each year to the 
board of aldermen a budget, it has never done so in the sense in 
which the term ‘‘budget”’ is here used. What it has done is to pre- 
pare and submit each year in November an appropriation bill which 
when enacted by the board of aldermen determines expenditures for 
another year. Following the budget principle the board of alder- 
men is not permitted to make any change except to reduce and in 
this respect the charter has gone farther than in some other cities. 
It is some months later that the revenue proposals come before the 
city authorities. In any event the board of estimate and appor- 
tionment of the city of New York never has prepared and submitted 


; + - to the board of aldermen a financial plan which will bring before the 
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city a prospectus of what is proposed nor a statement of affairs 
which will enable citizens or the board of aldermen to know what 
is the financial condition at the time that a vote is asked for. 


Conclusion 


In conclusion it may be said that the “budget idea’’ is just 
beginning to take hold of the American mind; that for a period of 
one hundred and twenty-five years American political institutions 
have been drifting steadily away from conditions which made the 
successful operation of a budget principle possible—away from 
responsible government; that the condition which is making possible 
the introduction of this idea into our political system has been a 
reaction against the results of irresponsible government, the political 
boss, log-rolling methods, pork barrel legislation; that the “budget 
idea’’ has finally come to be thought of as a constitutional principle 
—one which has been used effectively for the purpose of developing 
representative government and keeping it in harmony with the 
highest ideals of democracy. 

While this idea has but recently been made a part of American 
political thinking it is one that is becoming rapidly absorbed and 
made a part of our political philosophy. More than any other 
principle of control, it is commanding the confidence and respect 
of those persons in the nation whose influence is being felt in legis- 
latures and constitutional conventions, and other assemblies 
charged with the responsibility of redrafting our public law. 
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By Rurvus E. 
Director of the Ohio Institute for Public Efficiency, Columbus, Ohio. 


Under the governmental institutions existing in this country, 
the legislative branch of government has ultimate authority over 
the public purse strings. Without its sanction in some form, no 
taxes may be imposed or other revenue raised; while on the other 
hand it may place such restrictions as it deems advisable upon the 
purposes for which expenditures may be made, or the amounts 
which may be expended for any particular purpose. 

In many of our governmental units, this power of the legis- 
lative body is exercised in a haphazard, hit-or-miss fashion, little 
or no effort being made to take under systematic consideration the 
financial policy as a whole. Regular appropriations, special appro- 
priations, supplementary appropriations, deficiency bills, etc., 
follow one another in confusing sequence, with little thought of 
where the money is to come from, the result being that nobody in 
the community, not even the officials themselves who are presum- 
ably responsible, have any intelligent idea of the existing financial 
status or of the policy which is being followed. 

Reduced to its lowest terms, budgetary procedure is coming to 
signify a means through which this power may be exercised in a 
systematic and intelligent manner, taking all factors into considera- 
tion at the same time, or with relation to one another, and enacting 
or determining upon, so far as possible, all legislation at once for a 
given period. 

The present article is not an attempt to add new contributions 
of a technical character to existing discussions of the subject. If 
it can by restatement present the main principles in such a way as to 
be helpful to a wider understanding of them and of their application, 
the writer’s object will have been achieved.' 

1For more extended and technical discussions, the reader is referred to such 
documents as Nos. 58, 59 and 62 of Municipal Research, published by the New 


York Bureau of Municipal Research, the report of President Taft’s Commission 
on Efficiency and Economy entitled, The Need for a National — and more 
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The a part of the following discussion is stated in some- 
what general terms, being in the main intended to apply broadly to 
all governmental units, whether federal, state, or local. Where 
particular instances are cited, they will be chosen from conditions 
with which the writer happens to be familiar, and for that reason 
only. 

It is a familiar fact that the financial operations of the govern- 
ment are the reverse of those of private enterprise in one respect; 
instead of regulating its expenditures by its receipts, government 
to a considerable degree first determines upon its expenditures and 
afterwards upon the methods of securing the funds with which to 
meet those expenditures. Thus the budgetary procedure addresses 
itself to two main questions: 

1 How much money is needed for a_certain period? Aer 

2 How shall it be raised? 

The advantage, if not the necessity of considering these two 
questions together is readily understood. No matter how much 
money is needed, there may be practical limitations to the possibility 
of getting it. Such limitations may be legal, political, or financial. 

Municipalities may be subject in their tax levies to the limita- 
tions of a state law; elective officials, even when convinced of the 
advisability of increased expenditures, may hesitate to raise the 
tax rate because of its possible reaction on their political futures; in 
spite of a desire to proceed with public improvements, financial 
conditions may not be such as to enable the ready or advantageous 
marketing of the necessary bonds. 

On the other hand, if money is plentiful, ‘‘needs’’ show them- 
selves capable of expansion ad libitum or ad nauseam, according to 
the point of view. Like an individual, government can at some 
times and under some conditions “afford” to enter upon under- 
takings which at other times and under other conditions it can not. 

Other considerations may be instanced. Taxpayers may be 
willing to agree to additional amounts for certain purposes, but not 
for others. Where referenda on extra levies are involved, such pref- 
erences may be decisive. Taxpayers have nearly always responded 
favorably to appeals for the support of schools, but have only 
recently begun to appreciate health needs. Legal limitations some- 
times differ with reference to the purpose of expenditure. Thus it 
often becomes necessary to specify what a proposed expenditure is 
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for, in order to ascertain whether the money can be secured. To 
some extent, therefore, the consideration of income and expenditures 
simultaneously is unavoidable. 

On the other hand, difficulties may be encountered in trying to 
make this simultaneous consideration of income and expenditures 
for a given period entirely complete. Emergencies of various kinds 
may occur which it was genuinely impossible to foresee. The 
procedure in connection with public improvements, especially where 
assessments on benefited property are involved, does not always 
lend itself readily to the same method of handling as the procedure 
relating to current purposes. As far as possible, however, a com- 
prehensive review of the whole financial situation and policy at 
once is desirable, including both receipts and expenditures for both 
current purposes and for public improvements. 

The following diagram may serve to illustrate the logical rela- 
tions of the main parts of budgetary procedure, although the chrono- 
logical sequence may be different: 


Expenditure Income 


Proposal of kind and a-|Proposal of method of secur- 
mount of work tobe done| ing money with which to 
and of amount of funds} finance proposed work 
needed therefor 


‘Act of appropriation (a)/Revenue and borrowing 
authorizing and (b) limit-| measures providing funds 
ing expenditures for meeting expenditures 


In the meaning most usefully employed, the budget itself is 
primarily a proposal which leads to, or forms the basis of, legislative 
action. To be complete, the proposal should relate to both ex- 
penditures and receipts, as contemplated. The legislative action 
is thereupon directed on the one hand to the authorization and 
limitation of expenditures, and on the other to providing the neces- 
sary funds. 

What shall the proposal, or budget, contain? Who shall for- 
mulate it? What shall be done with it in order to bring about 
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legislative action best calculated to promote an efficient public 
service? 
The contents of the budget should be determined by the use 
to which the budget is to be put. If the budget is considered as a 
proposal to be presented to the legislative body as a basis for legis- 
lative action, then the budget should contain two kinds of material: 
(1) The proposal proper, or request, as it may be called for 
convenience, which indicates a tentative course of action for which 
legislative sanction is desired, together with the facts upon which 
it is directly based. 
(2) Collateral information which will aid in the consideration 
of the request and in the determination of how far it should be 


granted. 
In current practice, it is common to find only the former, and 


even that in the barest outline. Mere letters dealing with expendi- 
tures only, and saying in effect, ‘We want $_————_”’ with little 
or no explanation or detail, are not infrequent. 

Included as part of the proposal proper, or request, should be 


4 
(1) What kinds of work are proposed to be done. 
(2) What quantity of results of each kind of work are proposed to be accom- 
plished. 
(3) What quantities of personal service, supplies and materials, etc., are 
estimated to be necessary to accomplish these results. 
(4) The estimated necessary expenditures for these quantities of personal 
service, supplies and material, etc. 
(5) When the proposed expenditures, if authorized, will probably be made. 
(6) The available sources of revenue. 
(7) The estimated amounts which will or can be derived from each source. 
(8) The purposes to which the amounts from these sources are applicable. 
(9) When the amounts from each source will be available. 


The collateral information should be such as to show: . 
A. Relating to past performance: , 


(1) What kinds of work have been done. 

(2) What quantity of results of each kind of work have been accomplished. 

(3) What quantities of personal service, supplies and materials, etc., have 
been used in the accomplishment of these results. ' 

(4) The actual expenditures for these quantities, etc. — 

'(5) When the expenditures were made. Sah 

(6) The sources from which revenues were obtained. 

(7) The amounts actually derived from each source. rr dom}. 
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(8) The purposes to which the amounts from these sources were devoted. 
(9) When the amounts from each source were available. 


B. Relating to present condition: bby 


(10): What is the stage of progress of the work, 


(11) What is the financial condition, both at latest convenient date and on 
“a corresponding previous dates, with comparisons indicating changes. 


- C. Relating to future needs: 


“ (12) What are the kind and extent of needs which should be met during the 
coming period. 


The degree of effectiveness which can be reached in marshaling 
such material in close working relations is greatly influenced by the 
periods for which the data are assembled and by the time at which 
the budget is formulated. 

It is obvious that the more recent the information as to past 
experience, the greater is its value. It is an advantage, therefore, 
when the date of formulating the budget follows closely upon the 
end of an operative period. 

On the other hand, it is equally obvious that the shorter the 
interval between the formulation of the budget and the beginning 
of the future period covered by its proposals, the more accurate its 
estimates are bound to be. 

It is the view of the writer that the maximum of effectiveness 
might be reached if the budget could be formulated immediately 
after the close of an operating period, the interval up to the time 
when the new legislative action takes effect being bridged by an 
authorization to expend on account, or to continue pro rata as during 
the preceding period. Under such an arrangement, annual or 
biennial reports will be pressed into immediate service, and demands 
will be made upon them in the way of definiteness and accuracy 
which will vastly improve their form and content. 

It is readily seen that to provide the data above indicated for 
budget purposes, systems of accounting and of service records are 
required. Without such systems properly designed, the necessary 
data can not be secured. It is not, however, within the scope of this 
article to enter upon a discussion of these further than to remark 
' that they should be so devised as to enable expenditures and results 
to be matched accurately for given periods. 

Of direct bearing upon the usefulness of the information pre- 
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sented in the budget is the classification of accounts. If the classi- 
fication of expenditures employed fails to make distinctions between 
current operation and maintenance and those for capital outlay, it 
will be impossible to pass intelligent judgment upon the budget 
proposals. It is important also that the classification employed be 
flexible in application, ranging from extreme condensation to ex- 
treme detail and uniform for all departments. 

The following classification of expenditures recently adopted 
by the State Bureau of Accounting of Ohio is of interest as being 
one of the latest developments in this direction. 3 

Classification of Accounts 

In order that the expenditures chargeable to the governmental 
functions or organization units may exhibit the information desired 
for administrative, statistical and other purposes, the expenditures 
are classified according to character of transaction and subclassified 
according to objects of expenditure. 

Under each function or organization unit, the following cap- 
tions denoting character of transaction are employed, the figures at 
the left of each serving as a code — 

100 Maintenance of Lands. a 

200 Maintenance of Structures and Improvements. e. ae 

300 Maintenance of Equipment. 


600 Outlay for Structures Improvements. 

700 Outlay for Equipment. 

990 Refunds. 

Under each of the accounts in the above classification, in order 
that the object of expenditure may be denoted and separately 
charged under a specific caption, the following group of accounts 
may be used. The letters at the left of each serve as a code designa- 
tion. 

A. Personal Service. gt “teh 

D. Contributions, Gratuities and Awards. 

Suitable subdivisions in detail are provided for each of the 
accounts, oe cannot be given a for lack of space. 
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In brief, then, the budget should contain such material as will 
in extent and form best enable it to present a definite working and 
financial program for a coming period, supported by adequate data 
for obtaining its approval by the legislature. 

The question of who shall formulate the budget has been the 
subject of no little discussion, into which this article can hardly 
enter at any length. The views herein given are those of the writer, 
and are offered without argument for what they may be worth. 

From its character as a body of information leading up to and 
supporting a proposed working and financial program, it would 
appear that the budget should originate where the work is being 
done and where the information is available, viz., in the various 
departments of the executive branch. This seems not to be in 
controversy. 

By whom, however, shall the departmental data be reviewed, 
modified, correlated, and united into a homogeneous whole? 
Among the considerations in favor of placing this function in the 
hands of the chief executive may be mentioned the following: 

(1) By reason of the manner of his election, he represents the 
entire citizenship and not merely a section of it. 

(2) There is now an increasing tendency in city, state, and 
nation, to hold the chief executive responsible for the policy of the 
government as a whole. 

(3) It is a part of the regular duty of the chief executive to 
understand, correlate and supervise the work of the various admin- 
istrative departments, which constitute the bulk of governmental 
work. 

(4) It would be loose organization to have such departments 
dealing with the legislature independently of their chief, who is 
responsible for them. 

(5) When the program contained in a budget formulated by the 
chief executive is approved by the legislature, the most definite and 
concentrated responsibility possible is placed upon him to carry 
out that program as set forth therein. 

For such reasons, briefly stated, the writer agrees with those 
who hold that the budget should be formulated by the executive 
and be by him presented to the legislature. 

In order that the budget may be kept within proper limits, 
the departmental proposals should at one or more points be search- 
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has been established, the burden of proof being considered to be on 
the proposals. Who should conduct this examination and how? 

The scrutiny should be made from two standpoints—one, that 
of administrative efficiency; the other, that of general policy. 


8 


ingly clita | in the light of the supporting data, to see that a case — 


In view of the increasingly technical character of much of the © ‘ 


public service, it seems necessary that the examination into admin- — 


istrative efficiency, to be effectual, should be coriducted by a tech- 
nically trained staff. That such a staff is an indispensable adjunct 
to the chief executive for the proper performance of his general 
administrative duties is coming to be more frequently urged. If 
such a staff constitutes a part of the executive’s immediate organiza- 
tion, and if the executive is charged with the formulation of the 
budget as a single unified whole, the examination into the adminis- 
trative technique of departmental proposals would most naturally 
take place at that stage. In such event, the main responsibility 
will come to rest upon the chief executive for ensuring that the 
proposals embodied by him in the budget are sound so far as admin- 
istrative method and plan are concerned. 

With respect to proposed general policies, the chief executive 
and the legislature may be expected to concern themselves almost 
equally, the one as initiator and the other as critic. It is too often 
the case that, for one reason or another, the action of one or the 
other is little more than perfunctory. Both, however, should 
conduct a thorough and systematic scrutiny of the proposals sub- 
mitted to them. Their action thereon by way of approval or rejec- 
tion will clearly locate official responsibility for the results. 

So far as possible, the practice should be developed of the 
executive and the legislature codperating in their consideration of 
problems calling for the action of both. Thus it would commonly 
prove advantageous for the investigations and data of the executive’s 
technical staff to be rendered available to the legislature. Joint 
sessions of the executive and the finance committee or committees 
might well be found to expedite the consideration of the budget. 
The chief executive should have an opportunity, if he desires, to be 
heard, personally or by representative, in the legislative discussion 
of his proposals. 

The submission by the executive to the legislature of the bud- 
get as a working and financial program raises several questions. 
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Is it advisable to limit the powers of the legislature in euthin with 
the budget? What shall be the form of the act of appropriation? 
What conditions should be attached to the authorization conveyed 
in the act? 

It is urged that in dealing with the proposals contained in the 
budget, the legislature be restricted to a reduction or elimination 
of items, the argument being that there is a strong tendency to 
“‘log-rolling”’ and “pork barrels” arising in large degree from the 
sectional representation in the legislature. 

The force of this argument would probably vary somewhat in 
its application to different constituencies. It would apply, for 
example, with less force to municipalities with councils or commis- 
sions elected at large than to state governments. In the commission 
manager type of city government, where the city manager is an 
appointee of the commission and the commission is the legal pos- 
sessor of all powers, such a regulation would be still less in point. 
In the larger governmental units, however, it may well be found 
desirable. A restriction which clearly should be imposed upon the 
legislature in dealing with the budget is one preventing the imposi- 
tion of “riders.”’ 

When the legislature comes to act, the form of its appropriation 
should be such as to impose only the restrictions necessary to ensure 
the proper application of public funds, while placing the fewest 

possible obstacles in the way of efficient administration. The 
combination is not easy to arrive at, and is perhaps not the same at 
all times or for all conditions. 

Recent emphasis on the importance of the so-called budget, 
meaning thereby the appropriation, has apparently led many to 
suppose that everything can be accomplished through it. Func- 
tions have accordingly been imposed upon it which it is not suited 
to perform, and which should be performed by other instrumentali- 
ties, such as a proper financial reporting system, standardization of 
services and purchases, etc. Thus appropriations in minute detail, 
while fulfilling the purpose of securing the proper application of 

_ public funds, may and often do defeat the efforts of administrative 
Officials to achieve efficiency and economy. The abuses of “lump 
sum” appropriations arose not only from the form of appropriation, 
but also from the absence of proper accounting and reporting meth- 
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ods which would substitute facts in place of guesses as a basis for 
discussing official policies. 

From the standpoint of administrative efficiency, the presump- 
tion is in favor of a wide freedom to get results, subject only to the 
restrictions which experience has shown to be necessary to prevent 
specific abuses such as pay roll padding, indiscriminate salary 
increases, favoritism in appointments and promotions, closed or 
vague specifications, purchases without due competition, etc. To 
prevent such abuses, specific devices should be worked out which 
will offer a minimum of interference with administration freedom. 

The much longed for efficiency in government cannot be 
obtained by securing experts and then tying them hand and foot. 
The two courses are largely inconsistent. We have been led into 
the tying method because we have not had experts with expert 
standards; to prevent our tyros from making excessive blunders, we 
have hobbled them. If now we propose to employ experts, as’ we 
should, we must cut away the hobbling devices andfenforce their 
accountability by other and more grown-up means. 

Nothing has thus far been said about the participation of the 
public in budget-making. The recent development of this factor 
has been marked, and should be encouraged up to the limit of 
practicability. It goes without saying that full publicity should 
characterize the budget proceedings from start to finish. Further 
than that, however, the interchange of views between officials, both 
executive and legislative, and the public as to the policies which 
should be embodied in the program should prove of increasing value 
to both, as the intelligence of the public, and especially of civic 
organizations of various types, grows with reference to governmental 
activities. 

As has been pointed out in this connection, the right of petition 
is as fundamental and valuable a citizen’s prerogative as the fran- 
chise and its systematic use as a factor in producing better govern- 
ment should be encouraged. The more extensively improved 
budget-making methods are put into operation, the better will be 
the public’s understanding of governmental policies, and the more 
effective their participation is capable of becoming. 

Much as has been said and written during the past few years 
about the budget, we have not even yet come to a full realization of 
its central importance. On the one hand, as advocates of social 
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progress are continually reminded by experience, forward steps are 
more frequently halted or delayed by alleged inability to finance 
them than by direct objections to their merits. For social workers 
and others favoring the extension of governmental functions an 
understanding of the budget as the financial program thus becomes 
essential. On the other hand, the extension of governmental func- 
tions may well be looked upon with concern unless more effective 
instruments of control are developed than are now in operation. 
The contention that until government can do well what it does do, 
it should not receive greater responsibilities, is too near the mark to 
be ignored. Expansionists and conservatives alike, therefore, may 
well turn their attention to the budget as the medium through 
which to attain their objects; for the power to raise and spend money 
is in practice the central power of government. 
p po g 
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ers THE PROPER FUNCTION OF THE STATE BUDGET 

an 

Professor of Political Science, University of Cincinnati. 
“ The history of the development of representative government 

= is the record of a struggle for popular control of the public purse. 

° There is no principle upon which our political institutions are more 

we firmly based than that the public finances, both with respect to the 

y raising of revenues and the expenditure of state funds, should be 

fh regulated by those upon whom levies are to be made. The great 

y land-marks of our constitutional history, the Magna Charta, the 


Model Parliament, the Declaration of Independence, the formation 
of the Union—all had their inception in the desire for a reform in 
fiscal management. No nation has made a more constant effort 
than have we to escape the perils of bureaucracy and to keep repre- 
sentative the offices charged with the management of the affairs 
of government, particularly those involving expenditures. Never- _ 
theless, we stand almost alone among modern governments in that | 
neither our federal government, nor any state, has as yet installed 
the most necessary device for regulating our public expenditures — _ 
a modern budget system. With the tremendous growth in the cost _ 
of government, which the past decade has witnessed, caused chiefly _ 
by the ever widening scope of our governmental activity, there has __ 
been no little alarm because of the increased demand for revenues. 
Most of our states have begun to take serious thought of the need — 
for new budgetary methods and we have ventured to hope that an 
adequate fiscal system may be installed in our federal government. 
Though attention has been drawn to the desirability of this reform 
and several states have proposed changes, looking toward a better 
control over public grants, no wholly adequate method has yet | 
been adopted. In fact we have hardly begun to think clearly — 
enough on the subject to know what may and what may not be ~~ 
accomplished through an adequate budget plan, or to know just | 
what sort of a budget plan is desirable. os 
The budget is the fiscal plan of the government. It embraces 
an estimate of the receipts which are expected during the period 
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under consideration and of the expense of carrying out the program 
of work contemplated. A most essential feature of any budget is a 
budget balance—a close correlation between the state’s receipts 
and disbursements. Should the revenues of the government exceed 


treasury which not only represents an economic loss in taking funds 
needlessly from commercial channels, but which, as the experience 
of our federal government particularly has shown, invites extrava- 
gance upon the part of succeeding legislative assemblies. On the 
other hand, should the income of the state prove inadequate for 
the program adopted, the governmental functions must be inter- 
rupted and grants authorized be denied, or the services must be 
carried on through borrowings which must be repaid with interest 
at some future time. To establish a proper balance between esti- 
mated receipts and disbursements requires the most intelligent 
planning by persons possessed of the fullest information of the fiscal 


_ “affairs of the state. It is no slight evidence of the skill with which 


the British budget is prepared that in normal times, the discrepancy 

between actual receipts and disbursements seldom exceeds 14 per 

cent. Not only must a balance be established between income and 

expenditure but a most careful scrutiny must be made of the work 

to be undertaken to see that the available funds are distributed 

wisely among the various state services. This can be accomplished 
_ only where the planning body has an intelligent understanding of 
the many phases of the state’s activity and a definite program in 
view. 

The first essential of any adequate budget plan is the prepara- 
tion of estimates. This is a highly technical duty and must be per- 
formed by those most familiar with the facts. For this reason the 
best qualified officer to estimate the receipts is the auditor or other 
person whose duties give him the fullest information respecting 
state funds. The proper officers to prepare estimates of needed 

_ appropriations are the department chiefs. They are the govern- 
ment’s experts in their respective fields. They have the most 
intimate knowledge of the work in their charge and of the appro- 


ae, priations needed for their proper development. Consequently 


eg every modern budget plan is based upon departmental estimates of 
funds required, together with the estimates of anticipated income 
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The tiles of these data, however, is but the commencement 
in the preparation of the state budget. From these recitals of 


ts departmental requests, a state-wide plan must be evolved, wherein 
ed one need is weighed against another, and the entire scheme of 
lic expenditure compared with the plan for raising revenues, so that a 
ds well-rounded program may result. 

ce There has been some difference of opinion as to what officer or 
a- body should receive the departmental estimates and prepare the 
he state budget. Some have considered it a duty which should be 
or performed by the chief fiscal officer, the auditor. Others have 
r- thought it to be the function of the chief executive, while still others 


be hold that a committee, upon which these officers and members of 
st the legislature are represented, should discharge this service. There 
l- is little doubt, however, in the minds of those who have given the 
nt matter most serious consideration, but that_the chief executiye is 
al the proper officer for this task. The budget embodies the govern- 
*h iment’s fiscal policy. It is a definite proposal for legislative action. 
y It must be prepared by one thoroughly familiar with the govern- 
or ment’s plan of activity, and familiar with the needs of the state 
id in its various branches. None other than the chief administrative 
k officer possesses the information necessary for the construction of a 
d proper plan, nor is any other official or body commissioned to pro- 
d pose legislative policies. Consequently, one can scarcely question 
of that it is the duty of the Governor in our states, and of the President 
n in our federal government to execute this task. But while it has 
become an established practice in our cities for the Mayor to propose 
\- the municipal budget, the practice has not as yet been followed in 
- our state or federal governments. The requirement that the Gov- 
e ernor prepare and transmit a budget is one of the most excellent 
r features of the proposed constitution for the state of New York. 
4 It is made the function of the Governor of Ohio by statute, but as 
| yet fear of usurping a legislative prerogative has prevented the execu- 
- tive of this state from properly discharging this duty. 
t But, however wisely and carefully the budget may be prepared, 
unless it is received by the legislative assembly in a spirit of codpera- 
tion, little good can result. The appropriating body may disregard 
the expert estimates submitted to t and proceed on its own motion 
to prepare a statement of what it believes to be the departmental 
needs. This practice is followed in France and is the cause of much 


a 
| 
| 
» 
4 
— 
> 
Pea 
ate 


' ne 50 Be THE ANNALS OF THE AMERICAN ACADEMY 


of the difficulty experienced with the system of appropriations of 
that country. Or the state budget, instead of being considered in 
its entirety as a great plan for the whole government, may be sep- 
arated into parts and referred to distinct committees. This is the 
abe practice in our federal congress, where in the lower house alone, 
- appropriation bills are considered by eight different committees. 
It is also a vice of the French system. Whether the legislative body 
be unicameral or bicameral, whether it sit as a committee of the 
whole or act through sub-committees, it is essential for any well- 
af rounded plan that all phases be considered together. No in- 
 telligent plan embracing the entire state can be formulated or 
approved unless all the anticipated receipts and all the contem- 
plated expenditures are viewed at the same time by the joint legis- 
lative assembly, or by a single joint committee. 
The practice which has been followed in our federal govern- 

ment, and in our states, has signally failed because the most essential 
. feature of state-wide planning has been lacking. It has been 
assumed that it is the function of the legislative assembly to propose 
ae the appropriation measures. In some way, it has been thought 
that this method assured a control of expenditure more in keeping 
with popular desire and that a check on the extravagance of admin- 
istrative officials might thus be maintained. But our experience 
with the plan of legislative initiation has not been a happy one. 
The reason is simple—the preparation of the budget requires a 
minute insight into the affairs of the state departments, which the 
legislature does not have, and a skill in planning for the development 
of these agencies which the members can not easily acquire. By 
_ its very form, the legislature must be an approving, rather than an 

initiating body. Initiation must be an individual act. To require 
_legislative initiation is to demand that some delegated member pro- 
pose a plan for approval, and no member of the legislative assembly, 
with the machinery at his disposal and with his limited experience, 
can prepare a proper fiscal program. 

The first step then in the making of a budget is the formation 
and submission of a plan by the executive for the support of the 
state service for the fiscal period. This is effected by the trans- 
mission of estimates prepared by the various departments and so 
adjusted as to make a harmonious plan for the whole state. The 
second step is the criticism and approval of these plans by the 
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appropriating body, keeping in mind always ee resources and the 
entire demands to be met by the public treasury. The third step is 
the passage of the appropriation act, which is the authorization of 
the legislative body to spend. When this has been granted, the 
evolution of the budget is nearly completed. There remains but 
the function of the auditor in determining that the actual expendi- 
tures have been used for services authorized by the legislature. 

One of the reasons we have made so little progress in 
budgetary matters in this country is that we have not had a clear 
idea of what a budget system really involves and just what we may 
reasonably expect to accomplish through its use. In fact the 
question might well be raised as to whether we have not done more 
to promote ignorant, corrupt and inefficient government through | 
the adoption of ill-devised appropriation systems than to establish 
economical and intelligent government by the adoption of rational 
methods of granting funds. It is therefore as important to note 
what a proper budget plan should not include, as to mark its chief 
essentials. 

An appropriating law which specifies in great detail the pur- 
poses for which alloted funds may be used, does not, by virtue of 
this feature, become a budget system; nor does the incorporation 
into the appropriation bill of restrictions as to the use of funds make 
a state budget; nor the inclusion of provisions that grants are to be 
available but for one year produce this magic device for efficiency, 
though many administrations have boasted the installation of a 
modern budget system because ofthe inclusion of one or more of 
these most undesirable elements.< A budget is an orderly arrange- 
ment of data embodying the estimated needs of governmental 
services for the fiscal period, accompanied by a request, preferably 
in the form of a bill, for authorization to spend public funds in — 
accordance with the plan set forth. A proper budget contains all 
the information which the legislature can use in order to enable it 
to come to a proper understanding of the government’s needs. The 
departmental estimates revised by the submitting authority to fit 
the requirements of the state-wide plan, records of previous costs 
for like services and such other data as will justify the requests will 


all be contained in these documents. The appropriation law is not 
the budget, but is the authorization to spend granted by the legis- 
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= authority after a perusal of the information contained i in the 
A common difficulty found in our appropriating systems as 
i § they are operated in our American states arises from the fact that 
‘oe too many things are expected of the appropriation law. Not only 
: does the legislature attempt in this act to present a plan of work for 
the administrative departments, but to correct payroll abuses, pre- 
vent improper purchases, provide a reporting system and what 
is thought to be a more efficient organization of administrative 
departments. All this is attempted by conditioning the grants 
.: oe. so that funds are available but for certain purposes which are speci- 
fied in considerable detail. To take an illustration from the last 

— general appropriation law of the State of Ohio, we read: © a 


Jn? DEPARTMENT OF PUBLIC INSTRUCTION 
*Personal Service: 
A 1. Salaries— 
Superintendent 
mad Assistant superintendent 
2 high school inspectors 


it 


2 stenographers 
Filing clerk 
at Statistician 
Messenger and shipping clerk 
88 county superintendents 
Oe 450 district superintendents 
Reanas 72 normal school supervisors 


Such detail can contribute nothing but confusion when in- 
serted in an appropriation law. It substitutes for expert services 
comparative ignorance in the organization of departments. The 
state’s experts in their respective fields are the heads of the depart- 
ments. They are the ones best fitted to judge of the machinery 
necessary for their work. Certainly the members of the legislature 
who sit through but a short session, and are comparatively un- 
acquainted with the duties of the departments, can not safely be 


. 
$4,000.00 
— 2,500 .00 
— 4,000.00 
— 6,000 .00 
1,800 .00 
*106 Ohio Laws (1915), 699. 
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trusted to provide an organization for needed 
work, The assembly can decide what funds are available for the 
* department or service, it can decide what functions it considers 
ef greatest importance, but it is in no position to determine whether 
fewer inspectors or more equipment are required. This is an ad- 
ministrative, not a legislative, question, and can not be properly 
solv ed by a legislative body. 

‘4 The itemizing of the appropriation law is productive of many 
difficulties: (a) It divides responsibility. The head of a department 
P should alone be accountable for the economical and efficient conduct 


of the affairs of his office. Within the appropriation allowed him, 
he should perform the duties required by law to the best of his 
ea ability. He can do this only when he has free rein in the organiza- 
_ tion of his force for the work it must do; (b) It does not properly 
- eare for emergencies. Our state legislatures do not follow the 
practice of meeting at frequent intervals. The appropriation bills 
once passed must stand for one or two years just as they are made. 
No matter how skillfully the estimates may be prepared, unlooked 
for developments are certain to make some adjustments desirable. 
But a detailed appropriation law contemplates no such contingency. 
When difficulties arise funds must be forthcoming from some central 
contingent account or the state service must suffer because an 
important function is neglected. In Ohio, the detail with which 
appropriation laws have been made has required a frequent resort 
to the contingent fund. Services denied adequate support by the 
legislature have sometimes been given grants in this way; (c) It 
produces extravagance. When a saving in one service can be util- 
ized for another purpose, an incentive to economy is provided. 
When funds must be expended lest balances lapse, there is little 
motive foreconomy. But the greatest danger is that an inadequate 
appropriation will force a department to discontinue an important 
service. A plan which allows administrative officers to use the 
funds allotted them with but slight legislative restraint through 
the appropriation law, but which requires careful planning by the 
department and a compliance with that plan, is in the long run the 
most economical. 

A reason frequently urged for the insertion of detail in appro- 
priation laws, is that it is necessary to prevent deception on the part 
of administrative officers. It is apprehended that funds may be 
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secured from the legislature by urging the needs for one service, but 
that the grants when allowed may be diverted for other purposes. 
It has been this practice which has done more than any other to 
fasten a system of detailed appropriations in our fiscal system. 

Were it necessary to rely wholly upon the appropriation law 
to control administrative officers, the argument for detail in appro- 
priation might rest on firmer ground. But it is one of the poorest 
methods that could be devised for this purpose, because this gives 
legislative control of what is essentially an administrative function. 
The best budgetary plans we have in this country are found in 
connection with private businesses, but who knows of a successful 
corporation which employs expert administrators and so hedges 
about their movements that their skill can not be used to advantage? 
Our cities furnish our most perfect examples of public budget sys- 
tems, yet the best models of appropriation ordinances, as found in 


. ‘ such cities as New York, Philadelphia, Cincinnati and Dayton, 
- contain no such detail. Reliance is placed rather upon other agen- 


_ cies designed through administrative guidance to effect these econo- 
mies. The question of the best organization of departments can 
better be settled through an efficiency bureau coéperating with a 
civil service commission. A properly conducted purchasing depart- 
ment will check abuses in the purchase of supplies and utensils; 
and the budget itself rather than the appropriation law is the proper 
place to exhibit the government’s plan. 
7 When the legislature has determined what the state can afford 
to expend for a given service, the question of planning the most 
economical use of these funds to accomplish the work which the legis- 
_ lature wishes performed, can best be done by administrative officers. 
Administrative officers should be required to submit a working 


po - program showing with considerable detail how they propose to 


employ appropriations granted, nor should expenditures be ap- 
proved for purposes not on this sanctioned program. In case of 


a emergency, it should be possible for the administrative officers to 


amend their program, if they can show that the funds at their 
disposal can under new circumstances which have arisen be used 
to greater advantage in a different way. Administrative safe- 
guards should, however, be thrown about such changes to insure 
the continued use of these grants within the general purpose of 
their allotment. Such a plan will encourage rather than prevent 
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the use of expert planning for the most judicial expenditure of 
public funds and locate responsibility upon administrative officers 
for the wise use of appropriations. 
Such a budget system will provide in the first place for proper 
planning; a planning which for each department will provide a 
program and, when departmental estimates are assembled, will pre- 
sent for the state as a whole a comprehensive outline for the year’s 
work. It will show a correlation between revenue and expenditure 
and the amount it is proposed to use for one service in comparison 
with the sums available for other purposes. It will be a plan made 
out and approved by the state’s experts, those who have had ex- 
perience in the actual administration of the state’s affairs and are 
most familiar with the public needs. Secondly, such a budget 
system will give the legislature and the general public full informa- 
tion as to the fiscal affairs of the state and will be a means whereby 
the administrative officers may be called upon to justify their ad- 
ministrative acts and give an account of their stewardship. Plans 
for the coming year must be presented and approved and submitted 
to the closest public scrutiny. 
It centers responsibility because the administrative officials who 
must carry out the plan are charged with its preparation. The 
working plan is one prepared by the responsible administrative 
Official, not by a legislative committee which has nothing to do 
with carrying out the functions for which funds are provided and 
_ may be in ignorance of the machinery most needed for this work. 
_It provides for emergencies. A detailed appropriation law restricts 
closely the use of funds for a period, sometimes thirty months after 
the law is passed. It is difficult for even the most skilled adminis- 
trative officers to plan with such accuracy for so long a period. 
With new state services, certain planning is impossible. A proper 
budget system allows a change in the detailed use of funds to meet 
emergencies as they arise without changing the purpose for which 
_ the legislature has allowed the grant. Such a budget system does 

‘Rot allow the legislature to do administrative work, such as 
~ providing for the organization of departments, the amount of sup- 
4 = or material, or specifying kinds to be utilized. It establishes 
_ the legislature as a body of approval, rather than of initiation, which 
_ determines governmental policies, rather than engages in the work 
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The proper budget plan should provide for the established 
services of the state. The appropriation law should not be utilized 
for reorganization purposes. When the legislature has established 
a service or organized a department by the passage of a law through 
the action of both houses of the legislature and the approval of the 
executive, such a service should be maintained as long as it is the 
law. It should not be competent for the executive or one branch 
of the legislature to destroy the service by failure to provide for its 
proper maintenance. But an appropriation system which requires 
the concerted action of the Governor and each house of the legisla- 
ture at each session to maintain state services is faulty, in that it 
places the most important legislative functions under the control 
of any group which can influence the Governor or can control a 
majority in either house, or in states which require a two-thirds 
vote on appropriation laws, more than one-third of the membership 


_ of either house. Under such a system, the Governor of Wisconsin 


could have re-organized the state services by the abolishment of the 
Legislative Reference Bureau, which has done such valuable work 
in that state. But that this was not the will of the people of the 
state or their representatives is indicated by the fact that this pro- 
posal received the support of but eight of the one hundred and thirty- 
_ three members of the two houses. Yet under the system of annual 
_ appropriations, where the Governor proposes the budget and the 
legislature may not provide for services he neglects, or under the 
plan in vogue in many states with annual appropriations where the 
Governor may veto items, this department would have been entirely 
abolished. The plan of annual appropriations places the presump- 
tion upon the discontinuance of services, rather than upon their 
maintenance, but when the regularly constituted law-making author- 
ities create departments, or allot functions, it is reasonable to sup- 
pose that it is the popular will that these services be adequately 
cared for until the law is changed. To carry out such a plan, 
however, a system permitting continuing appropriations is essential. 

Probably the greatest evil resulting from the periodical appro- 


4 priation plan has not been the abolishing of state departments or 


_ services, but the political control which is exercised over them by 
the threat of such action. There are in our state services many 
departments designed to be independent of the legislature or the 
chief executive. The judiciary is supposed to be such an independ- 


= 
= ‘2 
= 
4 
wi 
a 
5 
7 
é 
+ 
? 
ay 
4 


ent branch. Frequently the controller is chosen by election in 
order that his actions may be free from executive restraint. Other 
devices are installed to free semi-judicial and administrative depart- 
ments from executive dominance. We create bi-partisan or non- 
partisan boards, provide that the terms of their members shall 
expire at different times, in order that no administrative officer shall 
control these departments by virtue of his appointments. It is 
customary to organize civil service commissions, public utility 
commissions, public health boards and boards for the control of 
the state institutions in this way. However, the independence 
which we wish these departments to exercise is lost in a system 
where the favor of the chief executive or of a faction strong enough 
to control one legislative branch must be cultivated. In fact the 
most insidious form of corruption is found under such a system, 
because it is so little understood, and influence can be exerted of 
which the public is ignorant. The virility of the departments given 
police functions is taken away, because these agencies are afraid 
to make enemies lest the limited funds placed at their disposal 
weaken them to such an extent that their usefulness will pass and 
the justification for their continuance be lost. A public service 
commission fears to incur the enmity of the railroads or public 
utility corporations which usually maintain lobbies in our legislative 
halls strong enough to jeopardize the appropriation upon which the 
commission is dependent. In a similar way, the activities of agri- 
cultural commissions or organizations charged with the enforcement 
of pure food laws, or departments having other phases of public 


a health work to do, must be shaped so as not to incur the ill-will 
E ithe of those who may be in a position to retaliate through the use of 
their influence with the executive or the legislature. We have 


constantly endeavored to keep our universities and larger public 


institutions of the state “out of politics,’ but when these institutions 


‘must fight for their lives at every session, they are forced into 
politics in order to maintain themselves. Yet the appropriation 
_ systems of many of our states require annual or biennial grants 


&- two-thirds of them attach to this plan the power of the Gov- 


_ ernor to veto items in appropriation bills, which power ex-Presi- 
_ dent Taft, with his general knowledge of political agencies, thinks 
“might be made an instrument of very considerable influence.” 


A system of annual appropriations is faulty again, in that it 
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does not permit planning over a period of years. The ordinary 


budget calls for a plan for one or two years. We are learning slowly 


_ in this country that great political organizations require, as do great 
industrial organizations, careful planning over a long period of 
_ years. Weare awakening to this fact in our cities and are providing 


_ for city planning commissions. Every one familiar with the prac- 


tices of industrial corporations knows that improvements are con- 
sidered and held in mind forming a program covering a num- 
ber of years. The expense of administering our large public in- 
stitutions and the wastefulness due to what appears to be short- 
_ sighted policies can be largely attributed to this lack of planning. 
_ Consequently an adequate appropriation system must allow those 
in charge of these institutions to know with some certainty what 
funds will be available in the near future for the development of con- 
templated projects. 

The objections which are most frequently raised to a system of 


_ permanent appropriations are that the permanent appropriations 
are not taken into consideration when the legislature considers the 


immediate appropriations of the state, and that appropriations 


established by permanent laws are too difficult to change. The 


first objection arises because of the popular error of confusing the 


- appropriation law with the budget, and trying to use this statute as 


a fiscal plan. The error of such a method has already been pointed 
out. When the fiscal plan is presented as it should be through the 


- _ budget documents, no difficulty can be found in noting in this plan 


what appropriations are already provided for and what still require 
legislative sanction in order to put the program of expenditures into 
effect, or where amendments to the permanent appropriation statutes 
are required. The difficulty of change is more a virtue than a 
fault, and it is not unreasonable to assume that when the legislature 
and executive have been convinced of the uselessness of further 
appropriations, the law authorizing the grant may be amended or 
_ repealed as easily as it was enacted in the first instance. Certainly 
the presumption should be that a state service created by law should 
be maintained until the law is changed. It should not be competent 
for any body with less authority than the legislature to nullify the 
law by refusing appropriations. 
This is not a unique or untried plan which is advocated. It 
obtains in many of our states, it is followed for some appropriations 
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of the federal government and is to he found in certain services 
provided for by that model of modern budgetary systems, the British 
budget. The British budget has a number of items, which are 
permanent charges upon the consolidated fund, and annual grants 
by parliament are not required. Among such services, we find the 
interest and sinking fund of the national debt, and salaries and pen- 
sions of judges. The existence of such a system in Wisconsin has 
contributed as largely as any factor in making that state a model of 
administrative government. The Wisconsin Railway Commission 
could not have done its effective work had it been subject at each 
session to the control of those who constitute a minority among the 
aan in the state, but who were frequently powerful enough to 
- control one house of the legislature, or who have been supported by 
_ the Governor. Except for the system of permanent appropriations 
this Commission would many times during the comparatively few 
ty years since its creation have been abolished or rendered powerless to 
iss perform its functions. The University of Wisconsin could not have 
aes "maintained its enviable position were it dependent upon annual 
BA ‘% grants; and the service, which it has so admirably rendered to that 
state, as well as to the entire country, would have been greatly 
. a curtailed. Examples of the evils of the annual appropriation 
a ig system occur to every one who has been at all familiar with legis- 
4 lative practices in states following this method. We can scarcely 
Pa expect strong and independent administrative organizations until 

we can provide some method for supporting them, which will 

- guarantee their maintenance as long as the people of the state are in 
with their work. 

It is unfortunate that the new constitution of the state of 
of New York, while providing so acceptably for the submission of an 
ba executive budget, denies the legislature the right to appropriate 
a + funds for a period longer than fifteen months, and gives the Gov- 
ia ener so complete control over the actual shaping of the appro- 
' priation measure. When such power is centered in one official, a 
= system of permanent appropriations for established services is even 

‘more essential to prevent the chief executive from assuming legis- 
> prerogatives through his control over public grants. 


oe In our attempts to better our state government, we have been 
__ prone to apply the lessons we have learned in the government of 
cities, This is a very natural and in many respects a commendable 
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practice, because the municipalities of this country are far in the van 
in the crusade for efficient government. They are almost alone 
among our public bodies in being provided with budget systems, 
central purchasing agencies, standardizing bureaus and similar 
devices designed to secure a better government at less cost. But 
when institutions which have proved effective in cities are imitated 
in the state, it is important that differences between city and state 
governments be noted. The constituency of the city administra- 
tion being much more contiguous than that of the state, can more 
easily inform itself of the actions of the executive and legislative 
officials and pass an intelligent judgment upon them. These public 
servants become more responsive to public opinion because public 
opinion is more definite and ascertainable. Opportunity for con- 
ferences between citizens and officers is greater and adjustments 
more easily made. The city council meets frequently, usually 
weekly and can be summoned for extra sessions within forty-eight 
hours with little additional expense. In most of our states the 
state legislature meets but once in two years and adjournment is 
usually taken after a short session for a two month period. Special 
sessions are inconvenient and expensive. The legislative body of an 
American city is with few exceptions unicameral and though this 
form has been considered for our state governments, it has as yet 
been nowhere adopted. 

But what is possibly a more important distinction between state 
and municipal government lies in the widely different powers which 
the legislative departments of these governmental units possess. 
The legislature of a state is concerned, perhaps chiefly, with the 
enactment of laws affecting the rights of individuals in their rela- 
tions with each other, or with the state. Secondly, it possesses the 
_ power, within the restrictions of the constitution, of organizing the 
administrative departments of the state and establishing machinery 


7 “7 for the performance of governmental functions and determining 
_ what program of activity shall be followed. Thirdly, it provides 


for financing state services, decides by what method public funds 
shall be raised, how much is needed and the purposes for which the 


public money shall be used. The authority granted a city council, 


or other legislative organ of a municipality, is much more restricted. 
Its power to pass ordinances affecting personal rights is of too re- 


stricted a character to be comparable with the power lodged with a 
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city council usually has relatively little to do with the administra- 
tive organization of the municipality. The only limitations on the 
state legislature are those found in the constitution; the city council 
jg restricted by the city charter and by state laws. These latter 
with considerable more minuteness provide for the administrative 


departments for which no action by the legislative authority of the 
- municipality is required. Only state law, or,in most cases with 
_home-rule charters, action by the people, can effect a change. 
_ When, therefore, an executive officer presents to the state legislature 
# ae budget, the body from which appropriations are asked is the one 
which can adopt policies changing completely the form of adminis- 
ieee organization or the functions of the departments, it can take 
away or add to their powers and duties. Until the extent of the 
change in administrative organization and functions is determined, 
accurate budget planning must wait. But with the preparation of 
ce city’s fiscal program such a difficulty is seldom confronted and 
budgetary procedure becomes far less complicated. Consequently, 
in endeavoring to shape systems of state organization from our 
‘ municipal experience care must be taken that institutions be prop- 
adapted. 
thes The last administration in the state of Ohio came into power 
6 with an extensive program for legislation calling for adminis- 


_ trative re-organization. The functions of many isolated depart- 
- ments dealing with agriculture were focused in a newly created 
agricultural commission. An industrial commission was organized 
to deal with affairs affecting primarily industrial relations. The 
Fi Public Utility Commission was re-organized and given greater 
_ powers, and the Civil Service Commission was created pursuant to 
ot Giaieetional amendment. Even though his influence over the 
fae was very great, the Governor was not entirely successful 
ip in prosecuting some of his original re-organization plans, and it was 
uncertain until the legislative days drew to a close just what form 
some of the administrative re-organization laws would take. 

Pes The present administration had an extensive program for re- 
organization. It wished to change the form of the Civil Service 
Commission, the Agricultural Commission and the Liquor License 
a) — Yet the fate of the measure organizing this last Com- 
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mission was determined the last day of the session, and the re- 
organization plans for the other departments were pending until 
late. In Wisconsin, the Governor had plans for combining all 
educational institutions under a single board of education, and 
of radically changing the Tax Commission, yet he was unable to 
secure legislative approval of this program. It should not be 
competent for the Governor to force such a re-organization by his 
method of compiling the budget, nor should he be given such power 
over legislation as this control over appropriations accords him. 

We have justified an increase in executive power, because we 
believe that in this way, we can locate responsibility, and that 
knowledge of this fact will deter officers from the commission of 
acts which will not meet with popular approval. We have admired 
the parliamentary system of government because it is “ responsible.” 
For every official act, censure or praise may be definitely located. 
But the responsibility of the British government goes farther than 
this. In case any act is contemplated by the British government, 
which it is thought may not meet with popular approval, the 
question is determined immediately by an election. Should it 
eventuate that the proposed action of the government is not 
supported by the people, this fact is at once apparent and the new 
government which results will shape its course on this very 
question in conformity with the popular will. The people are 
thus provided with machinery to prevent the government’s ac- 
tion and so avoid the consequences of what it is believed will 
prove an unfortunate policy. 

In our government, however, location of responsibility means 
fixing of blame. We cannot determine, except in some instances 
through the use of the referendum, what will be the popular judg- 
ment on any issue. We must wait until a periodic election presents 
opportunity for approval or censure of official acts. Then the 
judgment expressed is not a judgment formed upon any single issue, 
but an estimate of the actions of the executive of which we ap- 
prove and of those which we censure. We form our judgment by 
determining the relative weight of these issues. Irreparable 
damage may have been done before the person “‘responsible’’ may be 
checked and the accounting to which he is subjected is usually 
limited to jeopardizing the chance of his reélection should he again 
stand as a candidate before the same constitutency. A business 
organization could not operate under such a system. While it holds 
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its officers _— it does not give them power ‘to administer 
corporate affairs in violation of the desires of the stockholders. A 
control is exercised in time to prevent abuses. Dependence is not 
placed on possible punishment for mistakes. 

The development of most of our political institutions has come 
about by an adaptation of governmental devices which seem to ope- 
pate elsewhere in an acceptable manner. But we should incorporate 

these innovations only after a careful study convinces us of their 
acceptability, and a close analysis of our own institutions proves 
them capable of being patterned after the model we admire. We 
- eannot safely rely on temporary appropriations in this country even 
: ic, though that practice may be followed in certain countries which 
- have responsible ministries. Nor can our officials be made respon- 
P ‘ae in that same sense until we make a rather complete change in 
our plan of government. But it is possible to install in our state 
and federal governments, systems which will perform adequately 
the proper functions of a modern budget without subjecting us to 

the dangers of such ill-advised reforms as have been noted. 

There is no more important reform than the installation of an 
adequate budget system in our state governments. Only in this 
way can the affairs of government be conducted efficiently, eco- 
nomically and in a way to permit of an orderly development. That 
a budget system will prevent the constant increase in the cost of 
government, in accordance with a belief frequently expressed, few 
who observe the constantly expanding functions of government 
dare hope. It will, however, require that these developments be 
made in accordance with a well considered plan; a plan prepared oa 
by those most familiar with the government service and approved 
by the representatives of the people acting with full information aes 
and with the entire program of the state’s needs in view. But a L 
these advantages will be secured at too dear a price if we confer 
initiative powers on our law-making bodies, or fail to protect the 
great institutions and services of our states from those who, repre- 
senting a minority of the people, would seek to coerce them by con- 
trolling their funds. ‘ We must guard against these dangers while 
endeavoring to secure the advantages which may accrue through a 
reform in our fiscal plan. The proper function of the budget is not 
the reorganization of the state services, but the presentation and 
adoption of a plan in fiscal affairs which will insure the most judicial 
use of the resources of the state for the purposes most desired by the 

citizens of the state. 
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THE BUDGETARY PROVISIONS OF THE NEW YORK 
CONSTITUTION 
By Cuarues A. BEARD, 

Professor of Political Science, Columbia University. 

bo It may be truly said that the New York Constitutional Con- 
vention of 1915 marks a new epoch in the history of budgetary 
procedure in the United States. The general subject of financial 
administration has, of course, received serious consideration at 
various times and places, and public attention has occasionally been 
aroused by particular fiscal scandals such as those which were 
attacked by Governor Tilden of this state more than a generation 
ago. Sometimes, also, a constitutional convention has bestowed a 
passing glance upon the fiscal problem while wrestling with the 
mighty matter of the separation of powers; but never before has 
the whole question of financial administration in all its ramifications 
and in all of its implications received a thoroughgoing and syste- 
matic consideration at the hands of a constituent assembly. Never 
before has there been a responsible citizens’ agency, like the Bureau 
of Municipal Research in the city of New York, equipped with a 
staff of men trained in finance, accounting and administration and 
prepared to make for a convention long and searching investigations 
into all of the intricacies involved in budget procedure. In other 
words, the conditions surrounding the formation of the New York 
constitution of 1915 were such as to guarantee a more thoughtful 
review of finances than ever before in the history of state constitu- 
tion-making in the United States. 

Those who are familiar with European budget practice, who 
have read their Lowell, Stourm and Duguit, know very well that 
the budget is no simple matter of bookkeeping—that as Gladstone 
said—“ budgets are not merely affairs of arithmetic, but in a 
thousand ways go to the root of prosperity of individuals, the 
relation of classes, and the strength of kingdoms.’’ The budget 
is the very heart of the governing process; it involves fundamental 
problems in administrative organization, in public policy, in legis- 
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lative responsibility, and in political leadership. Sound budgetary 
procedure cannot be injected into the hopelessly disorganized 
governments of American commonwealths. It requires a thorough- 
going reconstruction, even of the very elemental parts of the govern- 
ment framework. 

i It was in recognition of this fact that the Bureau of Municipal 
Research in preparing to make recommendations to the New York 
Constitutional Convention not only took into consideration the 
problems of appropriations, debt, sinking fund, deficits, and taxa- 
tion, but also began at the same time the most painstaking and 
minute study of administrative structure that has ever been made 

in this country. This administrative study was undertaken in 
 eonnection with the state Department of Efficiency and Economy 

eae: resulted in the publication of a truly monumental description 
of the organization and functions of the New York government. 

_ This volume, which was prepared for the state Constitutional 

ant Convention Commission, was issued early in 1915.' After its 

D senamermer: the Bureau of Municipal Research prepared a critical 

“appraisal’’ of the system from the point of view of efficiency, 
mad - economy, responsiveness and responsibility in government. In this 


‘second work the Bureau pointed out the necessity of establishing any 
sound budgetary law and practice upon a legislative and executive 
atin which would secure official responsibility for public 
ee and public work.? 
Bc. Having thus laid both the fact and the philosophic basis for a 
 seientific budget system, the Bureau prepared a series of bills em- 
bracing the following features: 


: By 1. The appointment of the heads of the great administrative departments 
= the governor, although several officers, owing to political exigencies, are left 
elective; 
: pe 2. The establishment of a governor's cabinet, composed of the executive 
heads of the administration under the governor as chief executive; 
z ‘ 3. The organization of a governor’s staff to serve as a research and investi- 
gating agency for the chief executive; 


' The volume is entitled Government of the State of New York; A Survey of Its 
Organization and Functions. A limited number of copies may be secured from the 
_ Bureau of Municipal Research for $1.00. 
* Published under the title of “The Constitution and Government of the 
___Btate of New York.” May, 1915, issue of M a Research. Can be once 
om the Bureau for $1.00. 
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vi 4. The initiation of the budget by the governor; 
_ §. The right of the governor and his representatives to appear before the 
legislature to submit, explain and defend administrative measures; 

6. In case of the refusal of the legislature to pass such measures, the right of 
the governor to dissolve the legislature and submit the issue to the voters; 

7. A constitutional procedure for locating responsibility and for giving 
publicity to the discussion of all issues which arise, whether they pertain to admin- 
istrative measures or the bills of members. In other words, to do away with 
invisible government by establishing visible government. 


These measures, the representatives of the Bureau supported 
at the hearings before the Constitutional Convention committees 
and the principles thus laid down, were with some exceptions, 
elaborated and defended by a number of gentlemen eminently 
qualified to speak upon financial administration.’ 

It was not expected that the Convention would accept this 
somewhat radical program in its entirety, but Article V of the new 
state constitution, while omitting two or three fundamental matters, 
includes such a large part of it that it may be justly said to constitute 
the beginning of a new era in state fiscal administration, whether 
adopted or not. This article falls into five main divisions. 

In the first place, it vests the initiation of certain parts of the 
budget in the governor. It expressly excludes from his control, 
however, the legislative and judicial appropriations. This much 
is clearly set forth but there is considerable difference of opinion as 
to the exact limits of the remainder of the state appropriations 
which are to be initiated by the governor. The opening paragraph 
of the article in question provides that the head of each department 
of the state government shall submit to the governor 


itemized estimates of appropriations to meet the financial needs of such depart- 
ment, including a statement in detail of all moneys for which any general or special 
appropriation is desired at the ensuing session of the legislature, classified according 
to relative importance and in such form and with such explanation as the governor 


may require. 


Whether this provision would cover all of the appropriations 
coming under the general jurisdiction of the several departments, 
including special and local appropriations as well as those for purely 
departmental purposes, is now a matter of hot debate. The friends 

* The records of these hearings have been published by the Bureau of Munic- 


_ ipal Research in two volumes—“ Budget Systems ” and “State Administration, 3 
Nos. 62 and 63 of Municipal Research, to be secured from the Bureau at $1.00 each. 
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of the proposition contend that under it the governor is responsible 
for covering in his budget substantially every item which does not 
specifically fall within the province of the legislative or judicial 
appropriation. 

In the second place, Article V provides that the governor shall 
take the estimates (which are to be prepared for him by the depart- 
ments on or before the fifteenth day of November in each year), 
hold public hearings thereon, revise them according to his judgment, 
and then submit to the legislature, on or before the first day of 
February, a budget containing a complete plan of proposed expendi- 
tures and estimated revenues. In addition, it must contain all 
estimates so revised or certified and shall be accompanied by a bill or bills for all 
proposed appropriations and reappropriations, clearly itemized; it shall show the 
estimated revenues for the ensuing fiscal year and the estimated surplus or 
deficit of revenues at the end of the current fiscal year, together with the measures 
of taxation, if any, which the governor may propose for the increase of the revenues. 
It shall be accompanied by a statement of the current assets, liabilities, reserves 
and surplus or deficit of the state; statements of the debts and funds of the state; 
an estimate of its financial condition as of the beginning and end of the ensuing 
fiscal year; and a statement of revenues and expenditures for the two fiscal years 
next preceding said year, in form suitable for comparison. The governor may, 
before final action by the legislature thereon, amend or supplement the budget. 


In the third place the measure provides for a system of inter- 

pellation to be elaborated by legislative action. The constitution 

_ stipulates that the governor and the heads of all departments shall 

have the right, and it shall be their duty, when requested by either 

house of the legislature, to appear and be heard in the matter of the 
_ budget and to answer all inquiries relevant thereto. 

In the fourth place the legislature may not alter an appropria- 

- tion bill submitted by the governor except to strike out or reduce 

— wu therein. When the bill has been passed by both houses, it 


‘ fa a becomes a law without further action by the governor, except that 
_ @ppropriations for the legislature and judiciary (which are included 


_ by the governor in his budget as a matter of form) are subject to his 

veto in the regular course. 

= | In the fifth place, the power of initiating ‘further appropria- 
_ tions” is vested in the legislature, but it is provided that such 

_ appropriations shall not be considered until the governor’s entire 

_ budget is disposed of. Moreover, it is stipulated that further 

_ appropriations shall be made by separate bills each for a single work 
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or object, and that such bills shall be specifically subject to the 
governor’s veto. 

In the sixth place, as a means of checking somewhat the time- 
honored practice of log rolling, section 21 of Article III dealing with 
the legislative power provides that: 


No public moneys or property shall be appropriated for the construction or 
improvement of any building, bridge, highway, dike, canal, feeder, waterway or 
other work until plans and estimates of the cost of such work shall have been filed 
with the secretary of state by the superintendent of public works, together with a 
certificate by him as to whether or not in his judgment the general interests of the 
state then require that such improvement be made at state expense. This section 
shall not apply to the contributions of the state to the cost of eliminating grade 
crossings or to items in the budget for the construction of highways from the 
proceeds of bonds authorized under section 4 of Article LX of this constitution, or 
section 4 of former Article VII thereof as in force on the first day of January, 1910. 


It is by no means clear what this provision implies and how far 
it will act as a means of control over the “‘ pork barrel.”’ 

Naturally these provisions of the new constitution are hotly 
attacked, particularly by those who believe that every state officer 
(including probably the janitor of the state capitol) should be 
elected by popular vote. It is contended on their behalf that this 


measure makes the governor a czar. Other opponents of the 
constitution, however, take the ground that Article V will be futile 
because it gives to the legislature full freedom of initiation after the 
governor’s budget has been acted upon. The representatives of 
this group hold that the governor can thus escape responsibility 
and that pork barrel politics will flourish as of old. Most of the 
friends of the provision in question freely admit that it does not go 
far enough and that it does not assure absolute responsibility, but 
they do hold that taken in connection with a reorganized state 
administration, the new article makes possible the establishment of 
a degree of responsible government hitherto unknown in American 
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CALIFORNIA’S STATE BUDGET 


There is no provision in California’s constitution for a budget. 
There was no big campaign made to bring about this reform. It 
just came quietly and unobtrusively. The man who would at- 
tempt to abolish it now and return to the old log-rolling system of 
Be making appropriations would be adjudged politically insane in 
California. 

Governor Johnson took office in January, 1911, the legisla- 

ture convening simultaneously. In March a mass of appropria- 
tion bills was placed before the Governor. Following his usual 
custom he took up each bill, read it carefully and asked for the data 
showing the need of the particular appropriation. He also asked 
for a statement of the state’s revenues, and a comparative state- 
ment showing to what the revenues were being devoted. He wanted 
a list of all appropriation bills introduced; in fact he wanted to 
know all about the state’s needs and the state’s revenues. 

The Governor wanted a great deal of information but he did 
not get it. Because nothing of that kind had ever been compiled 
the chief executive was forced to blindly put his name to millions 
of dollars’ worth of appropriations. 

“Such a proceeding as this is a disgrace to the people of an 


intelligent commonwealth,’ was the Governor’s comment. “It 
most certainly will never occur again.”’ 

4 ~ It has not occurred since. 

as - _In June, 1911, the newly created State Board of Control, vested 


‘with far greater powers than other boards of control in different 
states, took over the general supervision of the business and finan- 
cial affairs of the state. This board hadjabsolute control of the 
expenditure of the appropriations made by the legislature for the 
forty-three state departments and twenty-three state institutions. 

With its ample powers and close contact with all parts of the 
government the State Board of Control studied the financial needs 


By Francis NEYLAN, 
Chairman, State Board of Control of California. _ vie very Pot, 
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of each in the ordinary course of business. In July, 1912, the first 
step was taken towards putting this study into practical use. 

The Board of Control notified all state departments and insti- 
tutions to make a careful estimate of their needs for the next two 
fiscal years, California’s legislature meeting biennially. These esti- 
mates were forwarded to the Board of Control. They were checked 
carefully with data accumulated by the Board of Control through 
the operation of what is known as its ‘‘preaudit system,’’ which is 
nothing more or less than a monthly departmental budget system. 

The Board of Control then invited the coédperation of the State 
Controller and proceeded to give each department and institution 
a hearing on its particular needs and estimates. All estimates for 
support of hospitals, for instance, were before the board so that 
comparisons could be readily instituted. So also in the case of 
normal schools, prisons, reform schools and other institutions. The 
estimates of departments also showed comparative salaries paid 
and so forth. 

Members of the Board of Control visited the institutions and 
departments to secure first hand information. In the matter of 
buildings the State Engineering Department was called upon for 
estimates. 

All financial needs of state institutions and departments were 
assembled in the Board of Control office prior to November 15, 
1912. A statement of estimated revenue was then secured, and 
the Board of Control with the State Controller sat down to draw 
California’s first budget. 

This budget was finished and placed in the hands of the Gov- 
ernor on December 15, two weeks before the legislature convened. 
Copies were sent broadcast throughout the state to libraries, civic 
and commercial bodies and the public generally. 

Announcement was made that the budget was a statement of 
the financial program of the administration to be taken : p at the 
coming session of the legislature, and that if anyone had objection 
it should be urged before the legislature. 

The legislature convened and for the first time in the history 
of the state its members had a chance to vote intelligently on appro- 
priation measures. 

The accepted method of securing appropriations under old 
conditions in California as elsewhere was particularly vicious. 
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Canrrornia’s State BupGer 
Under the old system the legislature met and simultaneously the 
heads of departments and institutions left their posts and traveled 
to Sacramento. Here they stayed throughout the legislative ses- 
sion, begging, wheedling and whining for money enough to properly 
transact the public business. Of course they promised jobs to 
friends of legislators in return for votes; of course they promised 
to aid some constituent of a senator who happened to be in the 
flour or coal business; of course they neglected their work for three 
months or as much longer as the legislature lasted. 
During the 1913 session of California’s legislature the head of 
each state institution and department came to Sacramento when 
_ called to appear before the finance committee of the senate and 
ways and means committee of the assembly. They usually ar- 
rived in the afternoon, appeared before the committee in the even- 
ing to answer any particular questions which had been raised on 
the budget recommendations and left Sacramento the following 
morning for their respective residences. No Promises or JOBS 
or oF ANYTHING ELSE WERE MADE FOR THE SIMPLE REASON THAT 
THE GOVERNOR AND Boarp or Controt Hap AssumMEep REsPON- 
SIBILITY FOR THE ENTIRE BupGET AND THE Heaps or DEPART- 
MENTS AND INSTITUTIONS REALIZED THAT THE SECURING OF PROPER 
APPROPRIATIONS Was NO LONGER A CONTEST IN TRICKERY AND 
Warp HEELING STRATEGY. 
When the time came for appropriation bills to be passed to the 
executive for action, Governor Johnson made California’s budget 
a permanent institution. He said: 


Those appropriations which have been studied and approved by the Board 
of Control and State Controller, acting as a budget commission, will receive exec- 
utive sanction. Those which have not been approved by the budget commis- 
sion will fail. Of necessity no Governor could personally in the time at his dis- 
posal examine the justice of all these financial bills. Common sense demands a 
business-like and scientific budget. We have one, and, mark well what I tell 
you, the time will never come again in vour lifetime or mine in California when 
any politician will dare put this government back on the old log-rolling basis. 


At the 1915 session of the California legislature further steps 
were taken to advance the budget idea, and perfect the machinery 


of presenting it. 
At the present time while the Governor and Board of Control 
assume full responsibility for the budget, it is presented only indi- 
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the Board to the legislature,—that is, through the 
of committees. It would not be surprising at the next session of 
California’s legislature to see the Board of Control appear before 
each house of the legislature in committee of the whole and in its 
entirety and in detail there defend the budget which it will have 
introduced. 

The acceptation of the budget in California was so prompt 
that all budget discussion has been confined to matters of method 
in compilation and presentation of data. 

One objection is frequently heard. That is that there is no 
budget provision in California’s constitution. This is a defect 
which undoubtedly will be remedied in the near future. However, 
for the present we have a budget sustained by a public opinion that ~ 
would brook no interference with its operation. — 
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THE ILLINOIS BUDGET 


, Illinois Legislative Reference Bureau. 


While budgetry has been quite extensively discussed in Illinois 
during the last few years, it may still be said that there is a paucity 
of information on the subject. Much good, however, has resulted 
from the discussion, and the expenditure of public money is being 
studied by administrative officials, members of the legislature and 
the public with greater care than ever before. 

The detailed budget as submitted to the legislature by the 
Legislative Reference Bureau at the convening of the Forty-Ninth 
General Assembly of Illinois was a distinct step forward. It met 
with the approval of the individual members of the legislature and 
its usefulness was manifested from the outset. Room for improve- 
ment, however, is plainly recognized. The demand for the budget 
authoritatively recommended by the executive that will embody 

all of the financial requirements of the state’s service, and that can 
_ be enacted into law before the week of adjournment of the session 
‘seems general. 


The Old Methods 


To discuss a budget understandingly, some thought should 

_ first be given to the methods of making appropriations formerly 

_ employed, and indeed not entirely discarded at the last session of 

_ the Illinois legislature. Heretofore, the heads ot the several depart- 

ments, including constitutional officers, heads of boards, bureaus, 

‘  ete., and even such quasi-public officials as have jurisdiction over 

A, ie he several agricultural agencies, submitted their fiscal needs 

= _ through the members of the legislature. When the appropriations 

B _ committees were appointed, they took up the matter or appropria- 

_ tions with the department heads and sought to ascertain what 

moneys were required to conduct the departmental affairs until 

the expiration of the next biennium. The estimates as given by 

the department heads were generally based upon the amounts 

_ appropriated by the previous session and the experience of the 
73 
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department. Little, if any, thought was given the question of 
how the money was to be actually spent. No classification of the 
amounts asked for was sought or disclosed. In most instances 
salaries were included in lump appropriations, generally containing 
but one or two items for the entire two years’ work of each depart- 
ment, The requests usually were in excess of the amount appro- 
priated by the preceding legislature, although the purpose of such 
an increase was seldom disclosed, except possibly that in a hearing 
before the appropriation committee the head of the department 
might personally explain why advances were necessary. The hear- 
ings were rarely attended by all the members of the committee and 
no record of the proceedings was kept which would afford the 
members of the committee who happened to be absent any specific 
information as to why changes were made. The disadvantages of 
the system consisted not only in the matter of granting unnecessary 
advances in appropriations in some cases but also in cutting down 
or in failing to advance allowances in other cases, due largely to 
whether the department head in presenting his request was per- 
suasive and forceful in manner. a - 4 


The Practice as to the Charitable Institutions eal 


The Board of Administration, which has control of the elee- 
mosynary institutions of the state, twenty in number, filed with the 
Appropriations Committees a statement of the requirements of 
the several institutions based on the per capita cost, together with 
requests for additions and betterments in the way of new buildings, 
acquisitions of land, etc. For the purpose of such statement a 
member of the Board of Administration, known as the Fiscal Super- 
visor, would, before the convening of the General Assembly, visit 
all the institutions and check up, so to speak, the estimates of the 
department heads, approving or disapproving according to the 
general policy of the board. The original estimate, however, of 
the department head, together with the fiscal supervisor’s recom- 
mendation and the approval or disapproval of the Board of Adminis- 
tration would, after the convening of the General Assembly, be filed, 
and the needs of each institution set forth on a per capita basis. 
There were no detailed statements, such as scientific budgetry 
embodies, contained in the Fiscal Supervisor’s report. Later on the 
appropriations committee would afford each institutional head a 
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hearing. —_— times the superintendents of the institutions for 
the insane and the charitable wards of the state were obliged to 
leave the work of administering the affairs of these institutions to 
their subordinates and spend days and sometimes weeks waiting to 
appear before the appropriations committee in Springfield. These 
hearings were always informal and it will be conceded more or less 
perfunctory. Nothing in the way of uniform statements were 
required and frequently when details were offered, what would 
appear as indispensable for one institution might be lightly passed 
over as unnecessary when found in another report on account of 
the manner in which the request was made. 

To quote a very eminent physician who for many years had 
charge of one of our hospitals, “‘the matter of securing adequate 
appropriations was a constant struggle, the best mixer got the 
best appropriations, but not until the legislature had adjourned 
would we really know what had been awarded the institutions.” 
Owing to geography or other circumstances, the requests of some 
institutions were allowed even when the Board of Administration 

and the fiscal supervisor had disapproved of certain items, while 
other allowances were not granted even when the approval of the 
Jae board and the sanction of the fiscal supervisor had been given. 
- The same discomforts that the institutional heads had to undergo 

_ were more or less the experience of the heads of most of the other 
aint Their requests were frequently presented to the 

a appropriations committees, or at least found embodiment in the 
ang Omnibus bill, as the general appropriation bill is popularly known, 
me ~ through the good offices of a friendly representative. Under such 
ie system expenditures were not, of course, compared with the 
: _ probable revenues that would accrue for the same period for which 

ce appropriations were to be made. Such conditions naturally tended 
to increase expenditures and were ill-calculated to guard against 

a unnecessary appropriations. Lack of responsibility, or rather a 
_ failure to place responsibility, was the chief weakness of the system. 


Logical Result 


. Considering the very meager data that the appropriations 
7 was able to assemble and the still more meager informa- 
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closing days, more often the closing hours of the session when the 
members were tired out from sittings lasting perhaps six months 
it is not strange that there was little inclination to question the 
recommendations of the committee. In fact, the general attitude 
of the assembly necessarily was manifested in a strong desire to wind 
up its affairs, pass the appropriation bills and go home. The logical 
and inevitable result was unsatisfactory appropriations. The riot- 


the closing days of the session, when millions of dollars were appro- 
priated amid scenes of levity, were largely the result of this lack of 
system. The method in vogue encouraged the members to leave 
the adjustment of the state’s fiscal difficulties to the next general 
assembly which would in turn continue to make appropriations 
upon the same haphazard basis, ending by imposing a similar 

burden upon the succeeding general assembly. The appropriations 
as passed by the Forty-EKighth General Assembly in 1913 were 
$39,045,457.93 of which the Governor vetoed $1,130,000. The 
amounts appropriated by the Forty-Ninth General Assembly which 
has just adjourned were $48,336,297.52, the Governor vetoing 
$2, 322, 096.42. 


In the movement for system in governmental expenditures 
federal and state executives have urged the adoption of the budget 
system and pointed out the desirability of having the fiscal condition 
of the state fully presented to the legislatures when they convene. 
‘They have also urged that responsibility for the budget be placed 
upon some certain officer, usually the Governor, or appropriate 
_ department so that all of the fiscal data necessary might be collated 
and submitted to the legislature with adequate explanations and 
- recommendations. The advantages of such a system may naturally 
be expected to flow more from the proper direction and application 
of the public funds than from the reduction of appropriations. 
Liberal, unrestricted appropriations make for extravagance while 
systematic application and administration of the same funds 
would produce valuable results and prevent useless expenditures. 
There may never come a time in this or in any other commonwealth 
_ when the cost of maintaining its institutions will permit a reduction 
in the appropriations, but this state and all other states will, no 
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doubt, find means of getting more for their money. It is not so 

much the amount of money spent but rather the manner and purpose 

of such expenditures that is important. If this information, to- 

gether with a fairly accurate estimate of the income of the state, be 

placed before the legislature, appropriations may be made on a 

scientific basis. As officers and departments become familiar with 

the system their requests when based upon an audit which will 

disclose conditions, and an accounting that will exhibit the cost of 

maintenance, should require but little modification other than the 
fitting of a to income. 


The ies in financial legislation in Illinois previous to the 
Forty-Ninth General Assembly was as full of confusion and as 
unsystematic as that of most of the other states. The difficulty 
was so well recognized that the previous legislature adopted an act 
creating the Legislative Reference Bureau and assigning to that 
bureau the duty of preparing, printing and distributing a detailed 
budget for the use of the General Assembly. This budget was to 
be made up of the requested appropriations which the officers of the 

several departments of the state government reported to the bureau 
a required for the biennium for which appropriations were to be 
made, together with a comparative statement of the sums appro- 
_ priated by the preceding general assembly for the same purposes. 

_ Several months before the legislature convened, the bureau set 
about to comply with the new enactment. So far as a comparative 

re statement was concerned, this was a rather difficult matter for 
the reason that most of the previous appropriations had been in 

“" lump sums or limited to very few amounts. There was no itemiza- 
Sa tion as to personal services and the moneys that were placed at the 

. ——— of the Board of Administration for the conduct of the 
charitable institutions of the state were upon the basis of ordinary 

Operating expenses, ordinary repairs and improvements, and ordi- 
ES & _ Bary care and improvements of grounds with a special appropriation 
ae _ of over two and one-half millions for a variety of items. These 
were principally i in the nature of additions and betterments, such as 
co employees’ building at the Elgin State Hospital requiring $26,000, 
- a cow barn at Kankakee, $15,000, a contagious disease building, 
$10,000, a coal shed at Jacksonville, $6,000, a building for women 
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employees at Watertown to cost $50,000. There were no supporting 
statements in itemized form showing just how these amounts were 
arrived at and no means that the legislature could conveniently 
employ to ascertain the necessity for these expenditures or, for 
that matter, to know that these amounts were adequate for the 
purpose intended. It should be said, however, that the General 
Assembly made no mistake in complying with the requests of the 
Board of Administration, whose efficient management of the different 
state institutions under its direction is generally recognized. 


The Babel of Bills 


There were ninety-three appropriation bills enacted by the 
Forty-Eighth General Assembly. One, known as the “State Offi- 
cers’ Roll,”’ was in the amount of $2,600,000, to pay the salaries of 
the state officers and the officers and members of the next General 
Assembly. Under the constitution this bill must contain no 
other appropriation or provision. As to this particular bill members 
of the legislature may or may not have known how the amount was 
arrived at, who were the state officers or what the rates of compen- 
sation were. A bill in chancery is now pending in the Circuit Court 


rae ‘‘ of Sangamon County raising some of these questions. The omnibus 
___ bill, to provide for the ordinary and contingent expenses of the state 
Bae hr carried appropriations for ninety-seven different de- 
+ partments and purposes with only a meager itemization of the 
amounts for salaries, equipment, supplies, etc., and the appropria- 


tions were generally made in a lump sum. Comparison, therefore, 
of estimates as required for the present fiscal period with appropria- 
tions for the same purpose made two years before was virtually 
impossible. 
The task of constructing a budget was further complicated by 
the fact that accounting in the different departments and institu- 
tions of the state was not conducted on any uniform basis. The 
- methods employed were generally evolved with the economic and 
financial development of the different departments and institutions. 
While it would perhaps be impossible to find a single department 
head who would admit that the method employed in his department 
produced inefficiency, permitted dishonesty or tended to waste,— 
and possibly, the means employed were adequate for the individual 
department,—the fact remains that accounts were not standardized. 
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There was no standard system of keeping accounts and no uni- 
formity,—at least none was disclosed that would enable the members 
of the legislature, during the short period of a legislative session, 
to ascertain costs and become familiar with classifications and other 
matters necessary to intelligent action. 


The Visiting Committees = 


In order to familiarize themselves to some extent with the 
conditions at the state institutions, the expedient was adopted of 
appointing a committee of legislators to visit the different institu- 
tions. Such tours of inspection were necessarily hurried and while, 
no doubt, valuable as a matter of regulation, were, perhaps, not 
very satisfactory as a method of arriving at financial needs. Such 
visits and the hearings alluded to were, however, the only means 
of information the legislators had. 


q Illinois, by the act of 1913, providing for the preparation of a 
budget, has enabled the legislature to avoid the difficulties above 
mentioned, to have estimates examined with care and deliberation 
and to become conversant with the necessity for and purpose of 


_ appropriations as well as to make at least some comparison between 
expenditures and income. 
" It is not to be inferred that the General Assembly has abdicated 


or surrendered any of its powers over appropriations. It has simply 

ss éperpetuated its activities. The Legislative Reference Bureau is 
fees - merely an arm of the legislature designed to pursue part of its work 
even though the legislature be not in session. Heretofore, with the 
exception of the case of special committees or commission, the 


__ Iegislature died with sine die adjournment. Now it has perma- 
-- menee and perpetuity in the Legislative Reference Bureau which is 
- eomposed of the chairmen of the appropriations and judiciary 
- eommittees of each house with the Governor as chairman. Much 
of the work of collecting, compiling, classifying and comparing. 
appropriations that heretofore devolved upon the appropriation 
committees and had necessarily to be hastily done, admitting of but 
_ superficial examination may now be done with care and deliberation 
_ by appropriate agents or representatives authorized to act as a 
bureau for that purpose. 
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Of course, the General Assembly is in no way bound by the 
bureau. It is at liberty to ignore anything or everything done by 
it, but it is equally at liberty to make use of all or any part of the 
bureau’s work and of any and all data, kept on file by the bureau. 
On all obscure or controverted points such data within immediate 


The Budget in the Making 


In taking up the work, the Legislative Reference Bureau pre- 
pared a budget classification and rules of procedure for the con- 
venience of the officers and heads of the several departments in 
filing estimates of appropriations which their departments required. 
Classification under the following general heads was suggested: 
“Salaries and Wages,’ “Supplies,” “Equipment,” ‘ Material,” 

~ “Contract and Open Order Service,” “ Additions and Betterments,” 
and “Fixed Charges and Contributiqns.”’ 

In trying to effect the standardization of salaries so far as 

appropriations were concerned, it was endeavored to have the esti- 

_ mates show the present rates of salaries, to distinguish between new 

positions, to show, where possible, the classification of the state 

-_ givil service commission as it effected salaries and wages, to include 

full or partial maintenance at institutions if allowed, and to indicate 

whether compensation was on a per diem basis or of a temporary 
nature. 

“Supplies”’ was subdivided into food supplies, veterinary sup- 

_ plies, fuel supplies, office supplies, etc. 
“Equipment,” into office equipment, household equipment, 
_ medical and surgical equipment, live stock equipment, general 
plant equipment, etc. 

“Material” was construed to include articles of every nature 

used in the reconstruction or repair of property. 

“Contract or open order service,’ to include repair items, 
transportation, traveling expenses, expressage, communication, etc. 

“Additions and Betterments,’”’ to include such estimates as 
were for new buildings or permanent improvements, etc. 

* Fixed Charges and Contributions”’ was intended to cover appro- 
priations to the different agricultural agencies such as the horticul- 
tural societies, beekeepers’ associations, etc., and also to premiums 
for state fairs; rewards for the apprehension of fugitives from justice. 
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Clase fication, Di ‘ficulties 


From the first it was apparent that the classification would 
have to be very general and that the matter of obtaining anything 
approaching an accurate estimate of the requirements of the differ- 
ent departments would have to be worked out with much patience 
and care and with the active coédperation of the different department 
heads. The estimates were filed with the bureau sixty days prior 
to the convening of the General Assembly. 

In instances modification and re-classification were necessary 
and much correspondence with the departments and institutions 
was required before the estimates could be sent to the printer. 
Nevertheless, the budget was ready in time for the legislative session 
and every member of both houses had a complete copy for use during 
the entire session. While the law imposed no specific duty as to 
showing receipts or probable income for the period for which appro- 
priations were to be made, such a statement was included. How 
nearly the budget compared with the actual appropriations may be 
seen from the following figures: 

The total amount of departmental estimates was $45,404,602.30; 
the total amount appropriated was $48,336,297.52; of this amount 
as shown before, the Governor vetoed $2,322,096.42, leaving the 
net appropriated amount $46,014,201.10. 

Much difficulty was experienced in trying to induce the depart- 
ment heads to adopt the classification submitted, especially the 
item as to salaries and wages. Some of the departments have on 
their present rolls, clerical and stenographic help, the salaries for 
which have been fixed by statute, and the custom has been to include 
such employees in the so-called state officers’ pay roll. In the 
itemization of these positions, in some instances, increases in sal- 
aries were requested, and although it was obvious that no change 
could be made in the rate of compensation, unless authorized by 
law, nevertheless estimates were filed providing for these increases. 
The printed budget or detail of estimates specifically revealed this 
complex situation. Sometimes several lines were necessary in order 
to make the exhibit intelligible, and as for comparison with previous 
_ &ppropriations, which were usually made in lump sums, that was 
almost impossible. 

Our classification, as above stated, was very broad. We pre- 
‘Sumed that many articles would be shown in the estimates, not 
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covered by our classification, but not in a single instance do I recall 
that any items were submitted other than those enumerated in the 
classification. Requests for supplies, material, equipment, ete,, 
required considerable revision in the bureau before submission to 
the legislature but for a first attempt a very good showing was 
made. Additions and betterments, or estimates for new buildings, 
contained practically no information as to why the expenditure was 
necessary or how the amount requested was arrived at and there 
were no supporting statements or drawings from architects or 
engineers. 

Most of the department heads seemed to fear that if the appro- 
priations were made upon the basis of the estimate as filed, a great 
hardship would be heaped upon them and that they would be unable 
to exercise properly the functions of their several offices. They felt 
that no elasticity would be permitted and that the system was too 
rigid; that it was impossible to predict the needs of the departments 
for a two year period, and that inasmuch as no voucher classification 
scheme had ever been adopted, there were no means of comparing 
the estimates with past expenditures. Later when hearings of the 
appropriation committees were held this argument seemed to hold 
good because the appropriations were enumerated in the bills in a 
lump fashion, or many of the items were grouped, which permitted 
the elasticity so much desired by the departments. a 3 q 


Budget Disclosures 


The budget, however, did have the effect of revealing the lack 
of uniformity, both in compensation that existed in the different 
departments and in matters of accountancy. It also disclosed the 
lack of co-relation in the different departments, particularly the 
duplication of functions. 

Included in the budget or detailed estimates was a statement 
showing the income for the last fiscal year and the probable income 
for the next biennium. This was based upon the revenue that 
would accrue from the present property valuation and tax rate and 
also from sources other than the general property tax, such as fees, 
licenses, etc. 

A summary of the estimates for each department was also 
included. Where an itemization for salaries and wages did not 
follow the classification which we submitted, the monthly pay roll 
was printed as a matter of information. All in all, the legislature at 
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its convening had for the first time a fairly adequate idea of the 
fiscal needs of the state. 

In his message to the Assembly, the Governor, while urging 
strict economy, called attention to the budget or detailed estimates 
that would be filed by the Legislative Reference Bureau. It was 
the first attempt made by any Governor to comply with the con- 
stitutional provision which requires that he shall, at the commence- 
ment of each regular session of the General Assembly, present 
estimates of the amount of money required to be raised by taxation 
for all purposes. Perhaps this was more or less impossible heretofore 
especially with a new Governor, but the organization of this bureau 
seems to be ideal so far as this situation is concerned. 

Many suggestions might be offered in the way of betterment, 
but most of the improvement that may be attained will have to be 
worked out along conservative lines with much patience and educa- 
tion, avoiding at all times usurping the prerogatives of the com- 
mittees of the General Assembly, composed of the duly elected 
representatives of the people. Any assistance that the bureau may 
render in the way of preparing a scientific budget should always be 
considered as information furnished, never as a policy or in the 
spirit of dictation or suggestion. 

Centralized authority is being generally advocated in the 
matter of submitting estimates and locating responsibility for 
appropriations. The Illinois method seems to provide both. This 
bureau is practically a continuing committee of the legislature. The 
Secretary and employees of the bureau are mere clerks for the General 
Assembly, engaged during the recess period in accumulating data and 
information for the use of that body when in session, and for the indi- 
vidual members, state departments, and the public, upon request. 

Under this system the Governor, the Assembly, and the bureau 
. ean codperate with the result that estimates may be submitted with 
harmony and a complete understanding. The guessing element 
that so largely enters into the making of appropriations should be 
eliminated as much as possible. There can be no scientific budget 
that is formulated upon mere speculation. The department heads 
should know, if there is any one that can know, just what the needs — 
of their departments will be. When that knowledge is properly — 
presented there should be no desire upon the part of the legislature — 
to change the estimate, if the fiscal condition of the state will permit — 
the expenditure. 
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With very little change in the present statute the work of the 
appropriations committee of both houses can be greatly reduced. 
The budget submitted by the bureau can truthfully be said to have 
originated in the General Assembly. Hearings on appropriations 
are unnecessary, unless the appropriations are questioned, or where 
some unlooked-for contingency may arise. Public hearings on the 
budget are desirable and this with the proper presentation of esti- 
mates should make for economy and promote efficiency in every 
department. Perhaps there will never come a time when the cost 
of state government can be materially reduced. The greatest say- 
ing that can be attained will necessarily have to come through 
efficient management. 

Limiting expenditures to an itemized appropriation is one way 
of attaining efficient administration, providing that the ite.aiza- 
tion is based upon an accurate statement of the needs of the depart- 
ment. It might require years, especially in institutions, to work 
out such details scientifically. In the meantime perhaps only an 
itemization of salaries and wages should be insisted upon while sup- 
plies, material, etc., should not be too minutely itemized. For 
additions and betterments such as new buildings, etc., full details 
should be required. 

The question of funding the budget is not provided for at 
present, excepting the constitutional requirement imposing upon 
the Governor the duty of presenting estimates of the amount of 
money required to be raised by taxation for all purposes. A scien- 
tific budget should include a carefully prepared statement of esti- 
mates properly classified with supporting statements for all items 
that need consideration. A comparison of estimates should be 
made with past expenditures; the lapses and the balances in every 
fund should be included, and these data coupled with a statement 
as to the probable income should furnish adequate information to . 
the legislature. With the exception of the state officers’ roll, which 
in Illinois must be in a separate bill, all of the needs of the different 
departments might be provided for in one bill. 

It is one thing to theorize on how to spend public money and 
safeguard the public interest, but it requires a practical understand- 
ing and much experience in order to effect even a small saving. 
Some desirable things have already been accomplished in Illinois; 
with diligence and patience much more will be attained. 4 
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BUDGET METHODS IN ILLINOIS) 


By Joun A. 
essor of Political Science, University of Illinois; Director, Efficiency and 
Economy Committee, State of Illinois. 

Although the state of Illinois ranks third in the Union in popu- 
lation, wealth and industrial activity, the expenditures of the state 
government, until the past few years, have been relatively low, in 
comparison not only with the financial transactions of the national 
and municipal governments but also with those of the other large 
industrial states. But this situation has been rapidly changing 
during the last decade. The biennial appropriation made by the 
general assembly, which had been about $6,000,000 in 1875 and $10,- 
000,000 in 1895, increased to $16,000,000 in 1905, to $20,000,000 in 
1907 and 1909, to nearly $30,000,000 in 1911, to $38,000,000 in 1913 
and to $46,000,000 in 1915. This increase has been due partly to 
the expansion of older state activities, such as charitable and edu- 
cational institutions, and partly to the inauguration of new func- 
tions, such as state roads and a great variety of new executive 
offices, boards and commissions. 

As a result of this increase in the amount and importance of 
state expenditures, attention has been attracted to the methods of 
authorizing and controlling the state finances, some improvements 
have been introduced, and proposals have been formulated and 
presented for a comprehensive budget system. It is the purpose 
of this paper to discuss the former and existing methods, the recent 
changes, and the proposed plans, which may aid in the general dis- 
cussion of budget methods in the United States. 

The fundamental requirements of the present system are to 
be found in the state constitution. The first constitution (of 1818) 
prohibited expenditures unless authorized by appropriations, and 
required a report of receipts and expenditures to be published with 
the session laws. The present constitution (of 1870) contains 
more detailed provisions which, if carried out fully, would provide 
more adequate methods than in practice have been followed. The 
power and responsibility for making appropriations and raising 
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revenue are vested, as is usual in this country, in the state legislature, 
subject to various restrictions. But a definite basis for an executive 
budget exists in the provision that the governor, at the commence- 
ment of each session of the general assembly, shall present “esti- 
mates of the amount of money required to be raised by taxation for 
all purposes.”’ Moreover, all state officers and institutions are 
required to report to the governor before each session of the legis- 
lature; and the governor may at any time require information in 
writing from the officers of the executive department. 

No governor appears to have carried out the provision of the 
constitution as to estimates; and an act of 1913 providing for a com- 
pilation of appropriation requests ignores the constitutional pro- 
vision and places this function on the legislative reference bureau. 
Before this bureau was established, requests for appropriations were 
submitted informally by each office, department or board; and 
separate bills were prepared by the several departments and in- 
stitutions, and introduced by individual members of the general 
assembly. 

Appropriation bills are referred to a single committee in each 
house. But these committees are large and unwieldy. In the 
General Assembly of 1913 the house committee had 44 members 
(out of 153) and the senate committee had 37 members (out of 51). 
Sub-committees are appointed to visit the state institutions; and 
joint hearings of the committees of both houses are held to hear the 
state officers in reference to the appropriations required. 

Except for deficiency and emergency appropriations, the 
appropriation bills are not reported to either house until nearly the 
close of the session. At this stage there is no opportunity for ade- 
quate discussion; and the committee recommendations are rarely 
changed. But not infrequently the bills passed by the two houses 
differ; and in such cases conference committees are appointed, 
whose reports are accepted as a matter of course. 

After passing both houses, appropriation bills go to the gover- 
nor, who may disapprove any bill or any appropriation item within 
ten days. A considerable number of appropriations are usually 
disapproved, and in some cases items are reduced, by the governor, 
and by this means the total amount is somewhat reduced. 

As a result, instead of a carefully prepared budget, there are 
passed a large number of separate appropriation acts, with an absurd 
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range of variation in the amounts appropriated and the extent and 
character of the items. Thus at the session of 1913, there were 
passed 94 appropriation acts, which cover 116 pages in the volume of 
session laws. One act for the pay of members of the general 
assembly was for a lump sum of $2,600,000,—the amounts payable 
to each person being regulated by statutory provisions. Appro- 
priations for the state university ($4,500,000) and for the ordinary 


expenses of the state charitable institutions ($8,000,000) were made ie 

in a few large items. On the other hand, appropriations for build- 
ings and improvements in the charitable institutions were specified ¥4 . 
in 131 items; appropriations for the five normal schools were in one (a 


act, with 33 items; appropriations for the penitentiaries and re- 
formatory were in five separate acts; and the ‘omnibus bill” for 
the great number of state offices, boards and commissions was in 96 
paragraphs, with more than a thousand items. For one office there 
were such small items as $75 a year for rubber stamps, and $75 a 
year for twine.' 

Some improvements in methods have been made in the last few 
years. The management of the state charitable institutions was 
centralized, by an act of 1909, under a single state board of admin- 
; istration, one of whose members is fiscal supervisor. This board 
has presented carefully prepared estimates of the needs of these 
institutions. The result has been to put an end to the former 
scramble and rivalry between the several institutions; and the 
acceptance by the general assembly of the estimates presented by 
the board. 

At the session of 1913 a detailed compilation of the amounts 
requested by the various state officers, boards and institutions was 
_ prepared, after the legislative session had begun, with a comparison 
of the appropriations made two years before. But this was neces- 
_ sarily prepared in the form presented by each of the state agencies; 
and while of service to the appropriation committees of that year, 
was perhaps of more importance in demonstrating the need for more a 
careful preparation of the estimates before the general assembly _ 
convened. At any rate, an act of that session establishing a legis- 
lative reference bureau imposed on this bureau the unusual duty of 


‘George E. Frazer: A Report on the Accounts of the State of Illinois, prepared 


for the Efficiency and Economy Committee. 
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receiving, compiling and preparing the requests for appropriations 
from the several state officers, boards and institutions. 

Under this act, the legislative reference bureau prepared and 
had printed soon after the opening of the session of 1915 a volum- 
inous compilation of appropriation requests, itemized in minute 
_ detail under a general scheme of classification. This work seems to 
have been carefully done and marks an important step towards a 

ia budget system. But it must be recognized that this fell far short 
Of an adequate system. Necessarily the new classification made 
; impossible in most cases a detailed comparison with previous ap- 
propriations; nor had the bureau been authorized to make an analy- 
sis of expenditures under the new classification, as a basis of com- 
parison. To the writer the mass of detailed items has seemed too 
numerous, and more likely to bewilder than to enlighten the mem- 
bers of the appropriation committees. 
oe But the most serious weakness of this undertaking was the 
: i lack of any responsible recommendations for the estimates as a 
whole. The bureau had no authority to make recommendations; 
and while it is supposed that the governor exercised some super- 
vision over the requests from departments and institutions under 
the management of his appointees, the aggregate estimates amounted 
to more than $45,000,000,—an increase of twenty per cent over 


Large reductions in these estimates were made by the appro- 
priations committees and confirmed by the general assembly. But 
these were offset by important additions for purposes not included 
in the estimates,—notably to pay for cattle destroyed to suppress 
an epidemic of foot and mouth disease—; and the total appropria- 
tions from ordinary revenue, after deducting the items vetoed or 
reduced by the governor, were $8,000,000 more than in 1913. 
An expenditure of $5,000,000 was also authorized from the proceeds 
of a bond issue for the construction of a waterway in and along the 
Illinois river, making a total increase of thirty per cent in authorized 
expenditure over that made two years before. 

Many of the increased appropriations were perhaps justified. 
But the need for more far-reaching reforms in connection with 
appropriations can be shown by some of the methods used and some 
of the appropriations made by this general assembly. The “omni- 
bus bill,” appropriating $15,662,296, was introduced in the house 
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on June 1, read a second time on June 2, and nities on the 3d. 
On second reading (the last opportunity for amendment) members 
complained that printed copies were scarcely obtainable. In the 
senate, this bill was introduced on June 8 and passed on the 10th. 
There were 88 appropriation acts, 6 less than two years be- 
fore. Many of them were in much greater detail than at previous 
sessions, and the appropriation acts as a whole cover 232 pages in 
the session laws, or twice as much as in 1913. The general salary 
appropriation was itemized; and the appropriations for the normal 
_ schools and penitentiaries were made in accordance with the classi- 
fication in the estimates. But there were, as formerly, too many 
_ separate bills, and no approach to a uniform system of classifying 
 jtems, while the detailed enumeration of petty items was extended. 
On August 28, an injunction was issued by the circuit court to 
restrain the payment of salary items in the omnibus bill amounting 
to $262,348, as unconstitutional; and at the same time an act mak- 
ing an appropriation (of $26,270) to pay railroad fares of members 
of the general assembly was also held to be unconstitutional. Bills 
- appropriating $92,601 for the relief of individuals, $458,802 for 
deficiencies, and for certain committee expenses, are also being 
attacked in the courts as in conflict with the state constitution. 
The need for a new budget system has been urged and a definite 
plan has been prepared and was submitted to the general assembly 
_ this year by a joint legislative committee established two years 
_ defore to investigate all departments of the state government and 
_ recommend a plan to reorganize and centralize the administrative 
_ system with a view to economy and efficiency. This committee 
made a comprehensive study of the existing state administrative 
authorities, and proposed a general reorganization into ten executive 
_ departments, including a department of finance with provisions for 
preparing a comprehensive budget. 
| In its report, the committee called special attention to the 
absence of any satisfactory budget of estimates as a basis of appro- 
_ priations, and to the provision of the state constitution requiring 
_ the governor to present to the general a8sembly estimates of the 
amount required to be raised by taxation: 


4, ‘Wey: 


ue In the opinion of the committee the constitutional provision : 
@atemplates that the governor shall present to the general assembly a detailed 
he 
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_ direct taxation during the biennium, and a statement of the amount to be met by 
taxation. The careful preparation of such a budget would be a potent factor in 
securing economy and efficiency throughout the executive departments.* 
A satisfactory budget statement should include a classified analysis of reve- 
_ nues as well as proposed expenditures, which should be subject to close scrutiny 
by competent and responsible officials charged with authority in the administra- 
tion of the state finances, and submitted to the general assembly with the defi- 
recommendations of the governor.‘ 


The plan for organizing a department of finance proposed that 
_ there should be a state comptroller, appointed by the governor, 


“ In summing up the results to be expected from the plan of 
- administrative reorganization presented, the committee urged that: 


The proposed reorganization will also aid in the preparation of a proper 
budget of estimates as a basis of appropriations. Each department will be able 
to formulate a careful estimate of needed appropriations, considering the relative 
demands of its several bureaus and services; and these departmental estimates 
will be compiled and analyzed for submission to the governor, who will recommend 
the aggregate budget of items approved by him to the general assembly. This 
will place on the governor the responsibility for the total amount requested; and 
the general assembly will hesitate to increase the appropriations recommended 
by the governor.® 


Neither the finance bill nor the other bills prepared by the 
efficiency and economy committee to carry out its plan of admin- 
istrative reorganization were enacted,—with the exception of a 
revision of the law relating to printing and other contracts, which 
should effect a considerable economy. But the recommendations 
are still before the people of the state; and a prominent candidate 
for governor at the election in 1916 had definitely announced 
that he favors and will urge a reorganization of the state adminis- 
tration and the introduction of business methods and a budget 
system in the state govergment. 


*Report of the Efficiency and Economy Committee, State of Illinois, 1915, p. 22. 


‘Ibid, p. 34. 
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= budget of appropriations recommended by him for the coming biennium, to- 
q we ~ gether with an estimate of the revenues of the state from sources other than 
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 $TATE BUDGET MAKING IN OHIO 
By W. O. HEFFERNAN, qaly 


Ex-Budget Commissioner of Ohio. 


Original Status of Financial Procedure in Ohio 


Senate Bill No. 227, entitled an “Act to Establish a Budget 
System for the State Officers, Departments, and Institutions,’ 
was passed on April 11, 1913, and approved by Governor James M. 
Cox on May 6, 1913. Nothing was done towards carrying out the 
provisions of this act until after August 6, as a referendum was 
threatened against it, and it was deemed wise to wait until the 
referendum period of ninety days expired before going into its 
organization. 

The law provided that on or before the fifteenth day of Novem- 
ber, biennially, in the even numbered years, all state activities 
requiring appropriations should submit to the Governor a statement 
of their wants for the next biennium. It also provided that the 
Auditor of State should furnish the Governor a statement showing 


the balance standing to the credit of the several appropriations for 
each department, institution, commission, and office of the state, 


for each and every current purpose of the state government at the 
end of the last fiscal years in which appropriation accounts had 


existed; a statement showing the monthly average of such expendi- 


tures from each of the accounts for the fiscal year and also the total 


| ‘ae monthly average from all of them for the last four fiscal years. It 


was further provided that all of the departments, institutions, com- 


missions, and officers of the state, upon request, should furnish to 


the Governor any information desired in relation to the affairs of 
their respective departments, institutions, or officers. 

The information, or rather the statements which the Auditor 
was supposed to furnish, were very unsatisfactory. It took weeks 
_ and months to get them because there were no available records in 
the Auditor’s office from which figures for purposes of comparison 


- could be taken. In other words, there were no comparative records 


kept up to the time of the installation of the Budget System. 


ail 
A 4 
ne 
i 
we 
« 
‘ 
° : 
; 
i 


92 ee Tue ANNALS OF THE AMERICAN ACADEMY 
a The budget act also provided that, at the beginning of each 
- yegular session of the General Assembly, the Governor should sub- 
mit to the General Assembly the estimates of the departments, insti- 
tutions, commissions, and offices of state together with his budget 
of current expenses of the state for the biennial period beginning on 
the first day of July next thereafter. The act carried the usual 
_ appointive power and gave to the Governor the power to examine, 
without notice, the affairs of any departments, institutions, or 
public works, commission, or office of the state for the purpose of 
ascertaining facts, and to make findings and recommendations rela- 
tive to increasing the efficiency and curtailing the expenses therein. 
The Governor or his appointees had the power to compel the attend- 
ance and testimony of witnesses, administer oaths, and examine 
such persons as they deemed necessary, and to compel the produc- 
tion of books and papers. The orders and subpoena issued by the 
Governor or his Budget Commissioner in pursuance of the Authority 
in them vested by the provisions in this act, could be enforced upon 
the application of the Governor by proceedings in contempt in any 
court of common pleas. 
I assumed office on November 1, 1913. The Governor was 
_ then considering convening the Ohio legislature in extraordinary 
_ session for the purpose of passing much needed school legislation and 
- to repeal the 1914 appropriation act if sufficient reductions could be 
- made to warrant this action. My first duty was to take the old 
1914 appropriation act, which became available on the sixteenth of 
_ February, 1914, tear it apart, analyze it, and report to the Governor 
whether or not sufficient reductions could be made to warrant his 
-ealling a special session. About the middle of January, I reported 
to him that a million dollars could be lopped off the 1914 appropria- 
tions without in any wise affecting the efficiency of the various 
departments. The new budget was presented to the extraordinary 
session of the legislature and passed with a reduction of some $900,- 
000. There was hardly any change made by this legislature in the 
figures which I presented to them for their consideration. 

Under the old scheme of things in Ohio, we had an appropria- 
tion year beginning February 16 and ending February 15. We had 
a fiscal year beginning November 16 and ending November 15. 
Several of our other institutions and departments ran on different 
years, and this made all of the records useless for purposes of com- 
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- parison. A bill was then passed fixing the year for all activities of 

the state government to begin on July 1 and end June 30. This 
change in years necessitated the four and one-half months budget 
from February 16 to June 30, the interregnum between the old and 

the new year. 
The old state emergency board was empowered to authorize va- 
cS. _ rious departments when appropriations ran short to borrow money 
from the banks. This was changed by giving to the state emergency 
board an appropriation sufficient to prevent the carrying forward of 
deficits. +On an average of $250,000 is given to this board each year, 
mae” which is quite sufficient to care for any emergencies that may arise 
within the budget period. It was found that the old emergency 
ae board was authorizing the borrowing of money when we were 
blessed with a plethoric treasury, and a plethoric treasury without 

_ budgetary control is a curse to any state. 

Towards the end of the 1914 appropriation year, despite the 
wails and howls emitted by the heads of departments affected by 
the cuts heretofore mentioned, a study of the balances resulted in 

_ the lapsing to the general revenue fund of almost $1,000,000. This 
was accomplished through the supervision of expenditures, admoni- 

_ tions to the officials, and holding down the outgo far below that to 

4 _ which these departments were accustomed. 


So long as there were no figures available for comparison with 
previous years the adoption of a system of classified expenditures, 
without which there could be no budget, was prevented. Under 
the old regime the legislature usually had before it in considering 
financial matters only the ex-parte testimony of interested persons, 
whose statements and statistics in support of their alleged needs 
it was nobody’s business to examine critically, and which, in the 
absence of reliable and exact information, could not be readily 
refuted. 
I found nothing of immediate value in the state reports. The 
obvious lack in these reports were as follows: 
1. Improper classifications and segregation of accounts for the 
purpose of reporting financial tfansactions of the department. 
2. Inadequate classifications by objects of expenditure. 


3. Amounts of expenditure for specific objects not specifically 
Classified. 
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4. Amounts showing expenditures by objects containing 
amounts representing inventory on hand. 

5. Amounts of expenditure shown in report containing amounts 
and specific appropriations, which unbalanced any com parison 
which one might wish to make. 

The obvious, helpful reports suggested were; 

1. A division of accounts in accordance with ee classifica- 
tions. 

2. A schedule which would show the number of employees and 
salaries paid to each, to be incorporated in the report so that a 
comparison could be made as to the number of employees in each 
of the departments and institutions; and this same system to show 
the per-capita expenditures for salaries for each of these depart- 
ments and institutions. This item could be sub-divided further, 
but it might not be desirable. 

3. That all of the Ohio State Reports be incorporated in two 
volumes and be known as the “Ohio State Reports.’’ 

Under the system which formerly prevailed in this state the 
heads of departments, boards and commissions were requested to 
submit to the Auditor of State, upon blanks furnished by him, their 
estimate of funds necessary to run their departments until the next 
biennium. These requests were then returned to the Auditor of 
State, who tabulated their wants and submitted them without 
comment to the incoming legislature. Hearings before the finance 
committee of the house were held behind locked doors and drawn 
blinds, and the men who were the best talkers got the most money. 
It was not a case of need so much as it was a case of “ you scratch 
my back and I will scratch yours.’’ All of the house appropriations 
were made in two ways, either in lump or inflexible specific appro- 
priations. The lump sum scheme seems to have predominated in 
appropriations during the last decade, though many examples of 
specific appropriations occurred during this period. A thoroughly 
efficient and honest administrative official can oftentimes get better 
results if he has a free hand in the use of funds, and circumstances 
sometimes arise which make it desirable to use funds for purposes 
which the legislature could not foresee. But on the other hand, the 
same kind of an appropriation in the hands of dishonest or incompe- 
tent officials are so easily misused that they have proven generally 
unsatisfactory and often vicious. Specific appropriations were the 
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natural ends towards which legislative bodies reacted after having 
found the lump sum inadequate. The fact that the money appro- 
priated specifically, could be used for no other purposes and no 
other money was available, made it necessary to allow a wide margin 
for any contingency that might arise. Usually the maximum 
amounts provided were not required, but the official thinking that 
he must allow the money to lapse or spend it for the purposes as 
specified, was apt to be too free in spending. 

Not until the budget was established in 1914 was any attempt 
made to combine the virtues of the two systems and eliminate their 
vices. In order to avoid the evils of both lump sum and specific 
appropriations, appropriations were made specifically but were 
provided with the necessary degree of flexibility. This was done 
by means of the transfer system which made it possible to appro- 
priate, instead of maximum estimates, those slightly above the 
minimum. Provided with the privilege of transfer, departmental 
officials could reduce their estimates on each item knowing that 
according to the “law of probability’ all projects would not cost 
the maximum, and that the small margin of safety could be trans-— 
ferred from those which cost the minimum to the few that actually 
approach the maximum. The result of following this plan was — 
economy and smaller appropriations for specific items, and in con- 
sequence a smaller budget. Along with this a check was provided - 
on expenditures for the reason that the request for a transfer invited 
investigation by the emergency board, and required a statement of | 
explicit reasons why the fund to which transfer was sought was not 
adequate. 

During the early history of Ohio, the state was poor. Funds — 
for expenses were largely raised by direct taxation and the pinch of _ 
taxes could be expected to react upon officials and check their waste 
and extravagance. With tremendous increase in wealth these 
checks became less effectual and there came a tendency to resort * 
indirect taxation for funds with which to run the government. — 
Scandalous waste and inefficiency resulted. In 1914 a book of — 
budget classifications and rules of procedure was distributed in all — 
of the departments at the same time that the blanks for their esti- — 
mates were requested. According to this classification all known | ¥y. 
departmental wants were itemized to the penny. The fact that a iy lah 


ial requests had to be itemized reduced considerably the total 
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of the estimates. The word “Contingencies,’’ which had appeared 
in divers places in all past appropriation bills was entirely eliminated, 
It had been the custom to request under this head large sums of 
money, and what few records there were showed that it was dis- 
bursed for all sorts of things from “ Personal Services’’ to “ Addi- 
tions and Betterments.”’ 

The old appropriation bills, because of the appropriations of 
“Receipts and Balances”’ year after year, were absolutely beyond 
the comprehension of any person who tried to digest or analyze the 
financial acts of any session. In fact, with these words appearing 
in the bill, no one knew how much money was being voted from the 
state treasury. So long as this practice continued attempts at 
retrenchments were largely nullified by these blind appropriations 
and it was urged upon the legislature that this practice be discon- 
tinued. A survey showed that all departments receiving these 
blind appropriations of “ Receipts and Balances’ were guilty of 
the greatest extravagance. Detailed classifications checked these 
extravagances, because the General Assembly would not counte- 
nance the granting of money for purposes not entitled to state aid. 

Under the old scheme hearings on the appropriation bills were 
had by the Committee on Finance of the House of Representatives, 
and then the whole thing was duplicated by the Senate Committee 
on Finance. This practice was not only expensive but it prolonged 
the session indefinitely. 

Made 

The budget is not new. Primarily it balances income against 
outgo, prevents extravagance, and forces attention to fundamentals 
long recognized in English finance and administration. In Eng- 
land the ministry stakes its tenure of office on the passage of the 
budget substantially as prepared. There it is not merely a recom- 
mendation by the executive, but it is the fiscal program of the ruling 
powers in both the legislative and executive branches. It is effect- 
ive because under this arrangement it has behind it all the force 
of the party organization. In Ohio the budget is merely an execu- 
tive recommendation, and the most persuasion that can be given it 
is its preparation by expert talent. 

In the installation of a budget it is quite obvious that certain 
reorganizations are necessary. The budget officer should report 
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directly to the Governor, and should give to him economy and effi- 
ciency reports on each and every function of state government. 
Some scheme should be evolved whereby the legislative and execu- 
tive functions may be brought closer together in the process of 
i- budget making. For instance, Wisconsin provided during the last 

session of her legislature, that the Governor might sit with the 


f budget authorities during a certain period of its preparation. 

d The Governor should have the selection of the officials who 
r are to be his advisors, and most of the appointments now referred 
e to the senate for confirmation should be left to him alone. On the 
: other hand, it should be understood that the acceptance of budget 


. recommendations by the legislature does not deprive it of power to 
» originate legislation, and the preparation of the budget does not 
e involve the acquiescence of the legislative majority in advance. 

if It was recommended to the Ohio legislature that public hear- 
e ings be had on all estimates—under the old scheme hearings being 
2. held behind locked doors. This was designed to bring about citi- 
| zen codperation, codperation of the people who are interested in 


e various projects, and the body voting the appropriation. 

s, The attention of the legislature was also invited to ways and 
‘e means for shortening their session. It was pointed out to them that 
d unduly protracted sessions increased the cost of each law—this 


cost now being $269 in Ohio, with only New York and Illinois higher. 
Emphasis was placed upon the recommendations that the quality 
of laws must not be lowered, and that time should not be saved 
st through the sacrifice of quality of their work. I wanted the adop- 
Is tion of a rule prohibiting the introduction of any bill in either house 
z- carrying an appropriation unless the request for money was classi- 
\e fied according to budgetary form. I also asked for the adoption of 


1- _ @ rule keeping committees up to their work and penalizing them 
when absent or tardy. This suggestion, which savored strongly 
t- _ of discipline, went unheeded by the last session of the legislature. 
oa If retrenchment was to be brought about, some radical changes 
- in the state governmental machinery were necessary in the interest 
it Of both economy and efficiency. The following consolidations were 


recommended: 
1 Building and Loan Department with the Department of Banks 
and Banking. 
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The State Library, the Traveling Library, the Library Organ- 
izer with Ohio State University. 

The Adjutant General’s Department with the Ohio National 
Guard. 

The Medical Board, the Pharmacy Board, the Embalming 
Examiners, the Dental Board with the State Examining Board. 

The Lima State Hospital, Reformatory for Women, the Sol- 
diers and Sailors Orphans Home with the Board of Administration. 

The Bureau of Vital Statistics with the State Board of Health, 


and 

The State House and Grounds with the Board of Public Works. 

Also I recommended the following abolishments: 

Commissioner of Soldiers Claims, Public Printer, State Bind- 
ery, Armory Board, Flag and Relic Room, Extension Work by 
Educational Institutions, not specifically authorized by the General 
Code, the Naval Militia, and Cavalry in the Ohio National Guard. 

None of these recommendations was even considered. 

The total request of the budget for the period beginning Feb- 
ruary 16, 1915, and ending January 30, 1917, was $50,128,000. 
The total recommendations for the same period were $39,927,000. 
There was a free and unincumbered balance in the state treasury 
on the day before the budget bill became a law, of $3,000,000. The 
estimated revenues over my budget recommendations were $1,273,- 
000; this provided a liberal margin for shrinkage in revenues in 
this period, and kept the expenditures within the revenues. Add- 
_ ing to this excess of revenues over my recommendations the balance 
of $3,000,000, which was a heritage to the new administration, there 
was $4,273,000 more than was actually needed, according to the 
budget recommendations, for maintenance of the state’s activities. 

The total appropriations for this period, as finally passed, 
reached the stupendous sum of $46,298,000 or an excess over the 
budget recommendations of $6,371,000. The appropriations ex- 


ceeded the estimated revenues by $5,098,000. = = | 


Advance Secured 


The Governor of Ohio during 1913 and 1914, although pilloried 
as an enemy of state progress, is here given unstinted tribute for 
making possible the modern fiscal system Ohio enjoyed during 
these years. The budget system was first condemned as being 
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autocratic and a dangerous power in the hands of the Governor. 
It was declared to be so vicious that it must and would be abolished 
| upon the accession of his opponents to power; that it was not a 


function of the Governor and would be transferred to the State 
Auditor’s office. 

In spite of this misrepresentation and lung thinking in the last 
campaign, the whole system was kept right where it was placed at 
the beginning. The campaign conducted last year in Ohio, mainly 
on the contention that the Governor should not have so much 
power, was won by those who said that they would limit his power. 
We have seen that this fear of executive power was merely pretense. 

During the summer of 1914 a special session of the legislature 
was called for the first time in its history to reduce taxes. They 
were in session one day which I believe is the record for a session of 
any legislature in this country. This session cost approximately 
$3,500 and resulted in a horizontal cut in taxes approximating 
$2,200,000. 

The increased demands from the various state departments 
due to growth of population and developments of the state in gen- 
eral, which necessitated larger expenditures for activities then being 
performed, and the clamor by the people for state departments to 
undertake new functions, all tended to swell the budget estimates 
and make the job of paring down much harder. There were a num- 
ber of demands for new activities and increased expenditures that 
could not be well denied. It was my opinion that a rigid curtail- 
ment should be made in the allotments to such departments as 
were performing service of doubtful value. 

I found many activities long established and yet appropriated 
for, which had absolutely no reason for continuing to receive state 
appropriations. Expenditures begun at a time when conditions 
were different were often continued year after year when the neces- 

a sity for them no longer existed. No legislator could be expected 
to familiarize himself with ninety different departments and the 
burden of proving that the necessity for an appropriation no longer 
- _ obtained was on the person suggesting the change. Now the sys- 

_ tem is reversed.! If after careful inquiry the budget commissioner 

_Tefuses to recommend an appropriation, his recommendation is 


BS ‘Copies of the Ohio 1915-1917 Budget Report may be had by addressing Mr. 
®. O. Hefferman, of The National Cash Register Company, of Dayton, Ohio, 
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prima facie evidence that the money should not be spent. The 
budget of 1914 provided for the General Assembly a means of ob- 
taining an impartial statement of facts, which were obtained by 
diligent research and submitted by a department which had no axes 


to grind and was biased by no consideration of prejudice or favor. 
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FINANCIAL ADMINISTRATION OF THE COMMON- 
WEALTH OF MASSACHUSETTS 


By Ernest H. Maina, 


The state government of Massachusetts is financed by revenues 
- gyproprinted annually by the legislature, by revenues expended 
hee — standing statutory provisions and without appropriation, and 
by loans. 
A budget, in the sense of a comprehensive financial plan with 
; ~ recommendations for all classes of expenditures and a plan of financ- 
= _ ing them, has never been prepared. For such departments and 
work as are financed from revenues annually appropriated, the 
_ departmental officials submit estimates to the state auditor who 
|  tabulates them, without modification, for the use of the legislature, 
m governor and the Commission on Economy and Efficiency, an 
agency to conduct investigations for both the legislature and the 
governor. In addition to the departmental estimates, numerous 
petitions for appropriations are introduced into the legislature with 
the result that the auditor’s tabulation cannot be accepted as com- 
plete, and no other tabulation of proposed expenditures is made. 
The departmental estimates and other proposals for expendi- 
ture are acted upon exclusively by the legislature and its agent, 
the Commission on Economy and Efficiency. The governor takes 
no part in the preparation or revision of estimates, his action in 
appropriation matters being limited to the approval or veto in its 
entirety of each supply measure passed by the legislature. The 
law provides that the auditor’s tabulation of estimates shall be 
submitted to the governor-elect approximately three weeks prior to 
the convening of the legislature, but such a practice has little sig- 
nificance since the law makes no other specific provision for the 
governor’s participation in budget making and no facilities for the 
preparation of a budget are furnished him. 
The present law governing the preparation of departmental 


Secretary, Massachusetts Commission on Economy and Efficiency. 3 Su 
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estimates was enacted in 1912 and supplanted an act passed in 1910 
which provided that the auditor’s tabulation of departmental es- 
timates shall be submitted to the governor and council ‘‘for exam- 
ination, and the governor shall transmit the same to the general 
court with such recommendations, if any, as he may deem proper.” 
With respect to estimates for ‘‘special purposes,” 7.e., in addition 
to those covered by regular, annual appropriations, the law of 1910 
further provided that the governor “‘shall make recommendations as 
to how much should be raised by the issue of bonds and how much 
should be paid out of current revenue.” 

The purpose of the act of 1910 was to place the responsibility 
for a budget upon the governor. It was claimed by proponents of 
the law that under its provisions the governor ‘‘ must exercise control 
and be responsible for increase in expenditures and in the debt as 
well.”’” The law became fully operative in 1911 and it soon became 
evident that the governor and council had neither the authority 
nor the facilities for investigating the administration of the depart- 
ments in order to determine the reasonableness of the estimates. 
The law contemplated that the auditor’s office would furnish such 
data as might be needed, but no increase in the personnel of that 
office was authorized. The auditor furnished data relative to re- 
ceipts and payments but had no means for assisting the governor in 
determining whether the departments were in genuine need of the 
amounts contained in the estimates. At the request of the governor, 
the legislature authorized him to investigate the departments and for 
this purpose public accountants, engineers and other investigators 
were temporarily engaged. On the basis of the reports of his in- 
vestigators, the governor submitted from time to time throughout 
the legislative session, recommendations on practically all of the es- 
timates. Material reductions in the estimates of some departments 
were recommended by the governor, but the legislature was in- 
fluenced to only a small degree by the governor’s messages and pro- 
ceeded with its appropriation bills in much the same manner as 
formerly. 

Although the law of 1910 did not prove satisfactory, it cannot 
be regarded as a failure of the principle of an executive budget. 
The intent of the law was to place responsibility for the estimates 
upon the governor, but the legislature in fact never relinquished its 
prerogatives and did not give the governor adequate means for in- 
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vestigation and preparation of a budget. Moreover, it is extremely 

doubtful if a genuine executive budget procedure can be adopted 
so long as the state government remains in its present status of 
decentralization with over 100 distinct units of organization con- 
trolled by some 335 officials and members of boards. Another ob- 
stacle in the way of an executive budget is the annual election of 
the governor. 

In order to correct one of the defects in the law of 1910, the 
legislature created in 1912 a permanent investigating body, the Com- 
mission on Economy and Efficiency. At the same time, the gover- 
nor’s authority and responsibility for recommending appropriations 
were abolished and the whole function of budget making was taken 
back into the legislative branch. The 1912 law provides that the 
Commission on Economy and Efficiency shall examine the depart- 
mental estimates and “shall report thereon to the general court,” 
thus making the commission a legislative agency so far as the inves- 
tigation of estimates is concerned. On other subjects, however, the 
commission is required to investigate sometimes for the governor 
and at other times for the legislature. 

Further changes in the methods of handling estimates and mak- 
ing appropriations have been advocated recently. In his last 
inaugural address, Governor Walsh made a recommendation for 
again placing upon the governor the responsibility of submitting 
estimates to the legislature. A special committee on legislative 
procedure at the last session recommended several changes in 
methods of preparing estimates and drafting appropriation acts. 
No changes resulted from these recommendations, which are here 
referred to as evidence of the efforts being made to effect improve- 
ments in the state’s appropriating machinery. 

At present, different methods are followed in administering 
the revenues subject to annual appropriation, the revenues expended 
under standing statutory provisions, and loans. The procedure for 
each class will be described in some detail. 

Revenues Subject to Annual Appropriation at 

The principal classes of revenue subject to annual appropria- 
tion are a general property tax, known as the “state tax,”’ corpora- 
tion taxes, inheritance taxes, licenses, and departmental revenues, 
together with assessments on Boston and neighboring cities and 
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towns in the “metropolitan” district to reimburse the common- 
wealth for the costs of acquiring, constructing and operating water 
and sewer systems and parks for those municipalities. With the 
exception of the state tax and the metropolitan assessments, the 
revenues are assessed and collected at established rates. The state 
tax is fixed annually by the legislature at that sum which with the 
estimated receipts from other revenues will equal the total amount 
appropriated by the legislature. 

Each important stage in making annual appropriations is 
briefly described in the following outline, and a more detailed de- 
scription of the preparation and investigation of estimates and of 
the form of appropriation acts is then given. First, however, it 
may be well to explain that the fiscal year for the state ends on No- 
vember 30; the governor is elected annually in November and is in- 
augurated on the first Thursday in January; and the legislature con- 
venes on the first Wednesday in January of each year. ee 

aa Outline of Appropriation Procedure : 
_ The appropriation procedure may be summarized as follows: 

(a) Preparation of estimates by department officials and sub- 
mission to state auditor not later than November 15 of each year. 

(b) Tabulation of departmental estimates, without revision or 
change, by auditor and submission of tabulation to governor-elect 
and to State Commission on Economy and Efficiency not later than 
December 15. 

(c) Publication by auditor of departmental estimates, together 
with his estimates of revenue for ensuing fiscal year, in a report 
submitted to the legislature on the first Thursday of January. 

(d) Report and recommendations of Commission on Economy 
and Efficiency to legislature ‘‘as to any or all of the appropriations 
requested or the method of raising money for the same, as it may 
deem expedient,” submitted “annually on or before the first Thurs- 
day in January, and at such other times as it may see fit.”’ 

(e) Preparation by House Committee on Ways and Means of 
appropriation bills for meeting ordinary, recurring expenses. AS 
a rule a separate bill is prepared for each department or institution 
but in some instances two appropriation bills are drafted for a 
single department. The bills are reported to the House in what- 
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on the estimates tabulated by the auditor, supplemented by informa- 
tion obtained at committee hearings or submitted by the Commis- 
sion on Economy and Efficiency. 

(f) Legislature’s action on appropriation bills for ordinary 
expenses. These bills, when reported out by the House commit- 
tee, follow the usual course of legislation and almost without ex- 
ception are enacted in the form reported by the Committee on 
Ways and Means. 

(g) Governor’s action on appropriation bills for ordinary ex- 
penses. One or more separate bills for each department or institu- 
tion, as enacted by the legislature, are laid before the governor for 
his action from time to time throughout the legislative session. 
These bills are invariably approved by the governor. 

(h) Legislature’s action on appropriations for “special’’ pur- 
poses to be met from revenue. Requests for “special” appropria- 
tions submitted by departmental officials are included in the audi- 
tor’s tabulation, but other requests for “specials” are submitted 
directly to the legislature. All requests are first referred by the 
legislature to the committee concerned with the activity or function 
for which a special appropriation is sought. For each special 
appropriation which is approved, the committee reports an author- 
ization in the form of a “‘resolve”’ or “special act,’’ which is then 
referred to the House Committee on Ways and Means for a report. 
In contrast to the favorable action taken on their appropriation 
bills for ordinary expenses, the Ways and Means Committee’s re- 
ports on ‘“‘specials”’ are frequently not accepted by the legislature. 

(¢) Governor’s action on measures authorizing “special” ap- 
propriations. The separate resolve or act authorizing each “‘spe- 
cial” appropriation is submitted to the governor who not infre- 
quently vetoes such measures. 

(j) Preparation by House Ways and Means Committee and 
enactment by legislature of appropriation bills for such “specials” 
as have been authorized, all ‘“‘specials” being included in three or 
four bills. 

(k) Preparation by House Ways and Means Committee of a 
bill fixing the “ state tax”’ and apportioning it among the cities and 
towns of the commonwealth. The act fixing the state tax is passed 
near the close of the legislative session and in the form drafted by 
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sears! 2 Preparation and Investigation of Estimates 


In part, the form of the estimates is determined by Chapter 719 
of the Acts of 1912 which requires departmental officials to submit 
to the state auditor “statements showing in detail the amounts 
appropriated for the current fiscal year, estimates of the amounts 
required for the ensuing fiscal year, with an explanation of the reason 
for any increased appropriation, and with citations of the statutes 
relating thereto, and the expenditures for the current year and for 
each of the two years next preceding.”” The law further requires 
that separate statements of estimates for any “special purposes or 
objects . . . in addition to the ordinary running expenses” 
shall be submitted “‘in detail’’ to the auditor. 

For many years, the statutes have required the submission of 
estimates to the auditor for tabulation and presentation to the legis- 
lature. In carrying out this provision of law it has become cus- 
tomary for the auditor to draft forms to be used by the departments 
in submitting their annual estimates. For the 1915 estimates the 
forms were revised so as to require more information and a more 
nearly standard classification than formerly. 

In each of the two tabulations of estimates required by law, 
the auditor incorporates the estimates for current expenses and 
those for “special purposes” in separate reports. For many de- 
partments and offices, the estimates for current expenses are 
presented in practically the same detail as that used in the appro- 
priation acts, but for each institution the estimates are given in from 
seven to ten items while the act grants a lump sum appropriation. 
Additional details as required by the estimate sheets sent out by the 
auditor’s office are not tabulated but are available for use by the 
Ways and Means Committee and the Commission on Economy and 
Efficiency. In addition to the estimates for current expenses, the 
tabulation shows the appropriations and expenditures for the pre- 
ceding year, together with the unexpended balances at the end of 
the year. 

The tabulation of estimates for “special purposes,” which is 
presented in a separate report, shows the departmental estimate for 
each proposed building or project together with brief explanatory 
statements of the officials’ reasons for requesting an appropriation. 
The detail in these estimates is usually the same as that appearing 
in the resolves providing for such of the work as is authorized by the 
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_ State institutions must, by provision of law, be submitted by the 


legislature. Neither the tabulation of current items nor that of 
“specials” contains any summary or recapitulation of the total 
requests to be financed from revenue. 
The second tabulation of estimates made by the auditor is sub- 
mitted in the form of two legislative documents (House Documents 
Nos. 1 and 2), one containing the estimates for current expenses 
and the other, the estimates for special purposes. The estimates 
are presented in the same form as in the tabulation for the governor- 
elect and the Commission on Economy and Efficiency. The second 
report differs, however, in that it presents expenditure figures for 
the last three years and omits the data on unexpended balances. In 
his second tabulation, the auditor also shows his estimate of the 
amount which will be received from each principal class of revenue 
subject to annual appropriation. 

In addition to the estimates submitted to and tabulated by the 
auditor, large appropriations are requested by petitions submitted 
directly to the legislature. In the session of 1915, approximately 
200 petitions requesting over $2,500,000 in appropriations to be 
met from revenue were submitted directly to the legislature and 
thus omitted from the auditor’s tabulation. Of this amount, only 
a negligible sum represented requests which could not have been 
submitted in time for tabulation by the auditor. With few excep- 
tions, the appropriations requested in the legislative petitions were 
for departmental and institutional purposes of the same nature as 

the “specials” tabulated by the auditor. The “specials” in the 
, auditor’s tabulation amounted to $2,630,103 or a little over one- 
half of the total requests of this class. Bond issues of over $8,- 
000,000 were also requested in petitions to the legislature. None 
_ of these was included in the auditor’s tabulation, since that state- 
ment, as previously explained, is limited to revenue appropriations. 
Those requests for appropriations submitted as petitions can- 
not be considered by the governor, the Commission on Economy 
_ and Efficiency or others interested in budget making until the peti- 
_ tions have been referred to the several legislative committees and 
_ printed. With such a practice in force, it is impossible for a genu- 
ine budget to be prepared. 
Supplementing the estimates submitted to the auditor, plans 
and specifications for the construction of proposed buildings at 
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institutional officials to the state board having supervision over 
their institution, or in the case of institutions not under the super- 
vision of a state board, to the committees of the legislature by whom 
the request shall be considered. The procedure required by this 
law has assisted in improving the character of construction as well 
as giving the legislature a basis for considering and granting appro- 
priations for new buildings and other improvements at state insti- 
tutions. In one respect, howeyer, the procedure under this law 
should be radically changed, so as to avoid paying architects large 
sums for plans which are used only in making unsuccessful attempts 
to procure appropriations. 

The Commission on Economy and Efficiency has investigated 
estimates for both ordinary expenses and “‘special purposes”’ and has 
presented its material and conclusions partly by means of confer- 
ences with the House Committee on Ways and Means and partly by 
written reports. In its studies, the Commission has made a 
special effort to collect facts relative to the work conditions and 
needs of the state institutions whose requests constitute a large pro- 
portion of the total sum asked for “‘special purposes.” In addition 
to the returns made to the auditor and to the plans and specifica- 
tions for new buildings submitted in compliance with law, the insti- 
tutional officials have furnished to the Commission on Economy and 
Efficiency further data on proposed construction together with 
statistics on the physical plant, such as accommodations for pa- 
tients and employees, etc. The information has been furnished in 
response to a questionnaire designed to develop facts which would 
furnish the means for testing and interpreting the figures on esti- 
mated and actual expenditures submitted to the auditor. 
of Appropriation Acts 

As a rule, a separate appropriation act is passed for the ex- 
penses of each department and state institution. Exceptions occur, 
however, and in some instances several appropriation acts are passed 
for a single department while a small number of acts (four in 1915) 
are passed for “‘sundry miscellaneous expenses.’”’ The larger part 
of the appropriations in these miscellaneous acts are for work or pur- 
poses authorized by the legislature then sitting, including the con- 
struction of institutional buildings, public improvements and other 
“specials’’ which do not properly come within the title “expenses.” 
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The acts granting appropriations are in a variety of forms, and 
the only factors commonly specified are (a) the revenue from which 
money is appropriated, as “ordinary revenue” or some special class 
of revenue as the assessments on the Metropolitan Park District, 
and (b) the period in which the appropriation is available for use. 
The appropriations for some departments and institutions are made 
in lump sums and for others in detail, but with no logical reason for 
the differences. 

Some acts designate the department or official authorized to 
expend the appropriation while others contain no reference to any 
department or official. In the latter case no practical difficulty 
arises as to authority since appropriations are granted only for such 
work or purposes as have been previously authorized by a statute 
which designates the department or official to perform the work. 

In many instances, the salaries of officials and employees are 
fixed by law and, as a rule, the acts appropriate separately for such 
salaries, while allowances for other salaries are grouped or are 
merged with other objects of expenditures. In those acts which 
appropriate in some detail for a single department, half or more of 
the items frequently specify the amount allowed for salaries which 
are fixed by statute. For example, in 1915 the appropriation act 
for the office of the treasurer, an elective official, contains 19 items 
of which 15 are for the salaries of individuals, from the treasurer 
down to a messenger at $1,000. 

Some appropriation acts specify the amounts to be expended on 
distinct functions and sub-activities, some of which are unimpor- 
tant, and other acts specify the amounts for the several organization 
subdivisions of a department. 

The appropriations for “special’’ purposes, principally con- 
struction work, are included in the acts for “sundry miscellaneous 
expenses,”’ as previously explained. The amount granted for each 
institution or undertaking is stated as a lump sum in the appropria- 
tion act but a reference is given in each instance to the legislative 
resolve, which specifies the sum appropriated for each principal 
piece of construction or job. 

The four acts for so-called “sundry miscellaneous expenses” 
in 1915 contain 138 distinct items of appropriation, the number of 
items in a single act ranging from 9 to 54. The total amount car- 
ried by each of these four acts is not stated therein, neither are the 
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_ items classified or arranged according to any system nor are they 
listed in the index to the session laws, for the reason that these 
_ appropriation acts are considered as perfunctory measures, being 
made up largely of items for which separate resolves were passed by 
the legislature. With slight changes in methods, the amount 
appropriated to meet the requirements of new legislation might be 
clearly shown in a single appropriation act. This information may 
be obtained from a statement issued by the state auditor shortly 
after the close of each legislative session, but unfortunately this 
statement receives little attention. 
The number of appropriation acts passed in each month of 
the legislative session of 1915 and the amount appropriated in each 
month are shown in the following statement: 


6 


Month Number of acts Amount 


takers 16 2,986,295 .04 


Revenues Utilized Under Standing Statutory Authority 


The revenues which are not subject to annual appropriation 
"but are expended under standing statutory authority comprise 
_ several classes of imposts, as motor vehicle fees, highway assess- 
- ments levied on counties, assessments on cities and towns for har- 
_ bor improvements, etc., together with the earnings of institutional 
industries and other undertakings, and the interest from invested 
funds. The amount of revenue collected from these sources and 
expended without specific appropriation could be ascertained only 
by extended investigation, but in 1914 the chief sources of such rev- 
enue, exclusive of interest from investments, produced over $2,240,- 
000 or approximately 10 per cent of the receipts from revenue subject 
to annual appropriation. Practically all this sum is used for meet- 
ing expenses of operation and maintenance and construction costs 
of the same nature as those met from revenue subject to annual 

The statutes governing the expenditure of revenues not subject 
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to annual appropriation indicate in general but not in detail, the 
purposes or objects for which they may be used. No information 
concerning these revenues is presented in the auditor’s tabulations 
of estimates for the legislature, and in fact, neither that body nor 
the governor have any important part in the administration of 
these public funds. In the auditor’s annual report, detailed state- 


ments of the receipts and expenditures of non-appropriated funds 
are given but they are understood by very few persons other than Ee 
the officials who administer them. Al) 


Although Massachusetts has for many years expended large 
sums of current revenue for new work, bonds have been issued ex- 
tensively, principally for construction of armories, institutional 
buildings, additions to the State House, highways, harbor develop- 
ments, and war expenses. Bonds issued for these purposes are 
known as “direct debt”’ of the state. State bonds have also been 
issued to finance the construction and development of parks, water 
systems and sewer systems in the so-called Metropolitan districts. 
These latter, known as the “contingent debt” of the state, are to 
be met by assessments levied on the benefited cities and towns. 

By a law enacted in 1912, all state bonds must be issued on 
the serial payment plan. With the exception of a few loans for 
indefinite periods, the statutes specify the period for which the 
bonds may run. The statutes usually name only the general pur- 
pose for which the proceeds of the loans are to be used, but occasion- 
ally the law specified in some detail the work to be financed. Many 
issues are authorized for a stated sum with provisions that a speci- 
' fied portion of the total may be issued each year for a term of years, 
_ on the recommendation of the department expending the loan, but 
_ with a provision that any proposed issue of a portion of the bonds 
. _ mnust be approved by the governor and council. Some bond acts 
require a similar approval before the expending department can 
execute contracts for construction or other work. 

. Legislative bills for bond issues originate from recommenda- 
=f sy tions of state officials, from petitions of members of the legislature or 
q of citizens interested in the development of some branch of state 
=, 3 work. The bill or petition follows the same course as that described 
_ for appropriation bills for “special purposes,” being referred to the 
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committee concerned with the proposed work. If that committee 
reports in favor of a bond issue, its bill is referred to the House Ways 
and Means Committee. Each proposed bond issue is considered 
separately, no attempt being made to prepare a loan budget, nor to 
study the loan measures in their relation to revenues devoted to the 
same general purposes as are contemplated in the loan bills. A sepa- 
rate act or resolve is enacted for each approved bond issue, thus 
placing each loan project before the governor for his approval or 
veto. In 1915, 20 separate bond issues were authorized by the 
legislature, of these 9 were “direct debt” loans aggregating $3,076,- - 
000, and 11 were “contingent debt” loans for $697,000. 

While the bond issues of Massachusetts appear to have been 
authorized for carefully considered purposes or projects, it is ques- 
tioned whether the state has succeeded in granting funds to its 
several departments and institutions in proportion to their genuine 
needs. The method of administering the finances makes difficult 


_ such an allotment of moneys. With some of the largest spending de- 
partments financed in part from revenues annually appropriated, 
- in part from revenues expended under standing or continuing 


statutory provisions and in part from bonds which may be issued 
annually for a term of years, on the recommendation of the depart- 
mental officials, it is exceedingly difficult to secure well balanced 
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te TAXATION AND THE MUNICIPAL B BUDGET A 


New York University, School of Commerce, Accounts de Finance. 


The relation of the revenue side of municipal finance to budget 
administration is a subject that has not attracted a great amount 
of public attention. The development of the municipal budget in 
American cities during the last few years has been almost wholly 
in the direction of a more effective control of expenditures. In 
fact, the term ‘“‘budget’”’ is generally used to refer solely to a more 
or less detailed estimate of future expenditures. The fact is lost 
sight of that the budget properly includes an estimate of probable 
income as well as of outgo. This failure to recognize the full mean- 
ing of the budget has been due, in part, to the circumstance that 
frequently the administration of the revenue-raising function has 
been in the hands of a set of officials entirely distinct from those 
charged with the duty of supervising expenditures. Moreover, in 
many cases the tax ordinance is passed at a time so far distant from 
the time when future expenditures are determined that it is difficult 
to associate the two acts as part of the same procedure—the passing 
of the budget. Finally, American cities have been given so little 
independent authority in regard to the objects and methods of local 
taxation that the process of raising revenue to meet estimated needs 
has been largely reduced to the formal administration of a previously 
enacted law or constitutional provision. The revenue system has 
not been open to substantial improvement through local action, and 
has, therefore, lost its position as a complementary element in the 
development of budget administration. 

The fact remains, however, that the nature of the revenue 
system may have an important bearing upon the effective carrying 
out of a scientific budget plan. From the standpoint of successful 
budget administration a good revenue system should possess at 
least two salient characteristics—ready adaptability to changing 
demands for revenue, and certainty and regularity of yield. 

‘Unless the revenues can be adjusted to meet the estimated ex- 
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penditures without causing serious disturbance in the economic and 
social organization of the community, the city administration may 
be handicapped in putting into effect a constructive budget program. 
Municipal expenditures are steadily increasing. This increase must 
be met by a corresponding increase in revenues. The revenue 
system should be so adjusted to take care of the necessary annual 
increase with the least strain on the tax-paying public. 

Certainty is as important as flexibility. If it is not possible 
to estimate with reasonable accuracy the amounts that the various 
sources of revenue will yield during the coming year, it will obviously 
not be possible to construct and carry out an intelligent plan of 
expenditure. There should be no marked fluctuations in the 
amount of income from year to year, or at least no fluctuations not 
due to readily foreseen and assignable causes. 

The following brief discussion will deal exclusively with these 
two characteristics of American municipal revenues—flexibility and 
certainty of yield—consciously omitting all considerations of a more 
fundamental nature touching the substantial justice of taxation. 


I. Adaptability to Revenue Demands 


Theoretically, the administration of the budget calls for a 
revenue system composed of certain main sources which are rela- 
tively stable and dependable, and which do not require adjustment 
or change from year to year. Additional revenues should be ob- 
tained, as needed, by adjusting the rate of return from minor 
sources. In this way, conceivably, revenue increases could be made 
possible with little or no disturbance of existing conditions. Asa 
general thing, municipal expenditures do not increase from year to 
year at a rate exceeding 10 per cent. In theory, the most satisfac- 
tory way of handling such an increase would be to increase the yield 
of one or more of the less important sources of income without 
tampering with the principal source. 

In American practice no such rule is followed. Up to the 
present time cities have been depending largely upon increasing the 
returns from the general property tax, either by raising the rate, or, 
if that was not legally possible, by raising the basis of assessment 
to some point nearer the true valuation. Other sources of revenue 
are only occasionally considered as available to meet the require- 
ments for more money. In fact, it is only when the general prop- 
erty rate has been increased to the ait limit, and the basis of assess- 
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nd ment raised to 100 per cent, that the cities begin to look around for 
ay other sources of additional revenue. The city is thought to be in 
- rather desperate financial straits when the administration is forced 
1" to consider anything but the general property tax as a means of 
raising more revenue. 
al The general property tax, which is thus made the principal 
equalizing element in the revenue system, is, at the same time, the 
le main dependence of American cities. Taking the cities of the 
ne country as a whole, the general property tax produces oyer 60 per 
ly cent of the annual municipal revenue. As the tax is administered 
of in most cities, it amounts practically to a tax upon real property, 
he since the yield from the personal property tax constitutes a small 
ot and decreasing proportion of the total income. The result is that 
the owners of real property, paying more than half of the total 
r income of the city, bear in the first instance the direct burden of 
id every increase in expenditure. In most large cities the land-owning 
se population constitutes from a sixth to a third of the voting popula- 
tion. The number of real property taxpayers is, therefore, relatively 
small. The burden of increased budgets thus falls upon a small 
. element in the community, who, because they contribute so largely 
a to the financial support of the city, not unnaturally feel that they 
it are being unjustly treated. 
¥ Moreover, in most cities the real estate fraternity is strongly 
i and compactly organized, and consequently in a position to hamper 
le plans for administrative development that call for added expendi- 
tures. Taxpayers’ organizations which undertake to criticise the 
id work of city administrations perform a useful public service. But 
". when the sole standard by which the acts of the local government 
d are judged is the amount of immediate expenditure that will be 
it involved, the result is likely to be mere obstruction, regardless of 
ultimate public benefit. It is highly desirable that an administra- 
- tion, on extravagance bent, should be effectively checked, but, by 
" the same token, the administration that is sincerely attempting to 
: promote the best interests of the community should not be hindered 


r and restrained through fear of arousing the taxpayers’ ire by reason 
of an increased tax rate. The fact that practically every American 


‘ administration is subjected to just this fear is due, in part at any 
rate, to a lack of flexibility in the revenue system. It does not 
: respond properly to legitimate demands for expansion. ion 
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The remedy is easily effected—on paper. It is only necessary 
to establish the general property tax at a flat rate, which could be 
retained year after year without change. Increased revenue from 
the general property tax would then arise only through an increased 
property valuation. The needed increased revenue from year to 
year could be obtained by increasing the rate of some other tax, or 
by levying a tax upon some new class of objects. In this way the 
real property owners would be able to estimate for a reasonable 
period of time in advance exactly what their contribution to the 
public treasury would amount to. They would not be subjected 
to the harrowing experience of discovering each year that the tax 
rate had been raised, and that they were required to shoulder an 
even larger share of the city’s financial burdens. The constricting 
influence of the property owners on the plans of the administration 
would be somewhat lessened, and an elasticity given to the city’s 
finances that would open the way for constructive programs of 
public improvement that would be of lasting benefit to the com- 
munity. 

Given complete local autonomy in matters of finance, a 
program similar to the one suggested above might be practicable. 
The general property rate could be fixed at some point near the 
customary rate, and held there during a period of years. The 
problem of raising needed additional revenue would then probably 
have to be solved by the imposition of some new tax. There is no 
tax or source of revenue, other than the general property tax, in 
the systems of most American cities that lends itself readily to 
annual adjustment and manipulation in the interests of additional 
income. The most important sources of revenue, aside from the 
property tax, are the proceeds of special assessments and the earn- 
ings of public service enterprises. Naturally the latter consist 
chiefly of the income from water rents, and this revenue is in most 
instances devoted directly to the support and extension of the water 
supply system, or in other ways sequestered, and not available for 
general purposes. Special assessments, from the nature of the case, 
expand and contract as the need for them demands, and cannot be 
considered as part of the general revenue system. Taxes other 
than the general property tax, usually various license and business 
taxes, are not wholly adaptable te the purpose of annual adjust- 
ment, because it does not necessarily follow that an increased rate 
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will result in increased revenue. Moreover, in a considerable 
number of instances, the chief of these special taxes, the liquor 
tax, is imposed by the state, and the administration of the tax is 
either in the hands of state agents, or directly under the control of 
the state legislature. State subventions and grants are, of course, 
wholly out of the question. The other sources of municipal revenue 
yield such a trifling proportion of the total income that they could 
not be used successfully to produce the required amounts of addi- 
tional revenue. 

It is not possible within the limits of this discussion to consider 
all the possible new sources of city revenue. It is suggested, how- 
ever, that as an equalizing element in the construction of the 
- revenue side of the budget, a local income tax would be probably 


ag satisfactory as any other. From the restricted viewpoint of 


budget administration, the income tax would prove an admirable 
balance-wheel. It would not be necessary to use the tax to raise 
large sums. It would be resorted to only for the excess revenue 
not provided for in other ways. The tax would probably never 
have to produce over 10 per cent of the total revenue. For this 
reason a rate could be fixed so low that it would not be a serious 
burden to anyone. At the same time the exemption limit could be 
placed sufficiently low to include a considerable proportion of the 


__ ineome-earning population, so that the burden of a slight increase 


in the rate from year to year could be distributed among a compara- 


_ tively large number of persons. A change in the rate of a tax such 
_ a8 the income tax could be depended upon to bring about a corre- 


_ sponding change in the revenue derived. Moreover, a change could be 
effected without seriously upsetting the established economic and 


_ social order. These considerations commend the adoption of the 


_ income tax to provide the needed element of flexibility in the local 
Tevenue system. 
It is recognized, of course, that the adoption of the income tax, 


_ orfor that matter of any other new source of revenue, as a generally 


_ accepted element in American municipal finance is hardly practica- 
ble. The chief obstacle is found in the legal fetters that bind the 


ities in matters of finance. An objection fully as powerful, as far 
48 an income tax is concerned, lies in the fact that the American 
: Pa. public is not prepared to accept the income tax as a proper source of 
pe municipal revenue. The proposal for a municipal income tax is 
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therefore not offered as an immediately practical solution of 
the present illogical practice of calling upon the general property 
tax for every needed increase in revenue. However, it is doubtless 
a fact that this practice is the only thing that can be done with 
conditions as they actually exist. But this does not change the 
fact that the system is illogical, nor necessarily act as a bar to the 
consideration of possible remedies. 


II. Certainty of Yield 


The second important characteristic of a good tax or source of 
revenue from the standpoint of the budget is certainty of yield. 
The budget is an estimate of expenditures, and an estimate of 
revenues. If these estimates, either on the side of income or outgo, 
are not borne out by future results the budget system will fail, 
since the city administration will be burdened with financial embar- 
rassments which it is the function of the budget to obviate. It is, 
therefore, of great importance that estimated revenues actually 
accrue. 

In formulating the basis for an estimate, the most dependable 
indicator is past experience. If the income from a certain source 
has, in the past, been steady and regular, it is fairly safe to assume 
that it will remain so, and that the amounts realized in past years can 
be counted on for the future. The same confidence could be 
reposed in the estimate if there had been a reasonably steady in- 
crease or decrease, or if past fluctuations could be traced to causes 
the future operation of which could be foreseen. In this connection, 
it may be worth while to examine in more detail some of the more 
important sources of municipal revenue, actual or possible, in regard 
to their adaptability to an accurate estimate of future results. 

1. The General Property Tax. In the strict sense of the word, 
the revenue from the general property tax is not estimated in Amer- 
ican municipal budgets. The income from all other sources is 
estimated, and it is then assumed that the property tax will yield 
the necessary amount to make up the remainder. Thus, when it 
is determined how much can be expected from other sources, the 
remainder is divided by the total property valuation, and the 
resulting tax rate imposed. The revenue budget is then complete, 
at t 
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In the case of the tax on real property, this assumption is not 
wholly unjustified. For reasons that it is not necessary to consider 
here, it is the usual experience that a large proportion of the real 
property tax is actually collected during the year of the levy, or is 
collectible soon after. The experience of the city of New York 
may be cited as an illustration of the relative certainty of the 
revenue from the real property tax. The following statement 
shows, for the period of five years, 1909 to 1913 inclusive, the per- 
centage of the original levy remaining uncollected at the end of 
1913, the percentage that had been written off on account of dis- 
counts, cancellations, or deductions, and the percentage of the net 
collections :! 


Percentage of 
Uncollected Deficiencies Net 

balance written off collections 
5 .60 0.86 93 .54 


These figures indicate quite a remarkable stability of yield. 


The average percentage of net collections to total levies for the four 
_ years previous to 1913 was, at the end of that year, almost 95. 


There is, of course, a steady decline as the final date is neared, but 
the difference between 1909 and 1912 was only 2.31 per cent. 


_ There is a sharp falling off in 1913, but it should be borne in mind 
_ that the second half of the property tax is not due till November 1, 
and to have collected over 80 per cent two months after the last 


installment was due is not a bad record. 
The experience recorded above is fairly typical, and upon this 


_ evidence may be based the general conclusion that the real property 
_ tax is fairly satisfactory from the standpoint of an accurate forecast 
of future results. 


‘ Figures taken from report of Department of Finance and Bureau of Munici- 
‘- Research, New York, 1915, on Revenues and Expenditures, 1910 to ats, in- 
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As si been pointed out many times elsewhere, the personal 
property tax is not a satisfactory tax as regards the budget esti- 
mates. Whatever certainty there may be in relation to this tax is 
a certainty that it will not produce as much as the levy calls for. 
_ Properly speaking, an estimate of the yield would be in effect an 
estimate of how great the deficiency would be. It has universally 
proved practically impossible to collect a respectable percentage 
of the total levy. In this connection, the experience of New York 
is interesting, though not wholly typical. New York exempts large 
classes of personal property which, if an attempt were made to levy 
and collect taxes on them, would materially increase the percentage 
of the deficiencies. As a general indication, however, figures sim- 
ilar to those just cited for the real property tax are given here for the 
personal property tax:* 


Percentage of 
Uncollected Deficiencies Net 

balance written off collections 

23 .67 5.51 70.82 
35 .30 0.65 64.05 i 


These figures show that for the three middle years, 1910-1912, 
there was a fairly consistent collection of about 70 per cent of the levy. 
The year 1909 was a poor year, with only 60 per cent collected five 
os years after the levy had been made. But the results seem to show that 
_ 70 per cent is about all that can be expected. If this assumption 

_ should be made, and the inevitable deficiency made up in some 
_ Other way each year, the results might not be so serious. But asa 
matter of fact, it is assumed each year that the whole amount will 
be collected, and the uncollected balance is either added to some 
later budget or made up by the issuance of bonds. The combined 
real and personal tax deficiency in the city of New York for the 
years 1899 to 1913, inclusive, was $77,478,043.99. Of this total, 
$41,259,855.04, or 53.2 per cent, was 8 tax deficiency, i in spite 
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of the fact that the total personal levy for the same neni was only 
8.4 per cent of the total levy, for personal and real property combined. 
These facts serve to emphasize the fact that in comparison with the 
real property tax the personal property tax is an undesirable tax 
when considered in relation to budget administration because of 
the uncertainty of the yield and the difficulty of collection. 

2. Other Revenues. Of the other sources of revenue resorted 
to by American cities, special assessments and state subventions 
may be dismissed without comment. The only other important 


revenue, from the point of view of the amount of the yield, is the 

revenue of the water supply system, and other public service enter- 

prises. In regard to these revenues, it should be noted that only 
in exceptional instances do they yield a real income to the city, 
over and above the actual cost of carrying on the enterprises. It is, 
| nevertheless, necessary and important that the income from these 
pe sources be accurately estimated. As a matter of fact, there should 
_be no serious difficulty about this. Once an enterprise is firmly 
established it should be possible to estimate the revenue from it 
_ with a sufficient degree of accuracy for all practical purposes. The 
- jncome from water rents, for instance, is steady and dependable. 
To be sure, the early financial officers of New York made serious 
_ miscalculations in regard to this revenue when they diverted it in 
perpetuity to the support of the sinking funds, with the result that 
ie enormous amounts of money have been and are being tied up, and 
= - have only recently been released by a virtual evasion of the law. 

rT Such an error, however, was due directly to lack of experience, 
¥ and would not have resulted seriously had it been possible to correct 
a. when the actual situation was realized. Once a basis of experi- 
4 a is established, there is nothing inherently difficult in estimating 
aa the probable revenue from any public service enterprise. The vol- 
ume of business is not subject to marked fluctuations on account of 
economic conditions, the gross revenue can be forecast without 
difficulty, the costs of operation soon become standardized, and the 
net revenue is therefore easily deducible. 

The importance of the various minor municipal revenues does 
not warrant an extended discussion. It may be interesting, how- 
ever, to review the experience of the three years, 1912 to 1914 
inclusive, in New York with certain of the more important of the 
minor revenues of that city. The revenues included are the bank 
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interest from overdue taxes. 


tax, mortgage taxes, county clerk’s fees, county register’s fees, and 
The following table shows the amounts 
estimated at the beginning of each year compared with the amounts 
actually collected during that year for each of the sources of 


revenue: 
Bank tax Mortgage taxes County clerk’s fees 
Per Per Per 
Estimated Revenue. . .| $3,500,000. $1,200,000 . 00) $120,000.00 
1912 Collected Revenue ...| 3,489,313.67 1,290,479 .75 131,387 . 80 
Difference......... — 10,686.33) 0.3 | + 90,479.75) 7.5 | + 11,387.80) 9.5 
Estimated Revenue...| 3,400,000.00 1,100,000. 00} 205,000. 
1913 Collected Revenue....| 3,600,728.73 1,518,694 .77 197,202. 
Difference. ........ + 200,728.73) 5.9 | + 418,694.77) 38.1) — 7,797.02) 3.8 
Estimated Revenue...| 3,500,000. 1,000,000 . 00 190,000. 
1914 Collected Revenue....| 3,629,408. 1,130,545. 28 200,559 . 
Difference. ........ + 129,408.92} 3.7 | + 130,545.28} 13.1) + 10,559. 5.6 
' ee es County register’s fees | Interest on overdue taxes 
cen cen 
Total differ- Total differ- 
ence ence 
Estimated Revenue. ................. $310,000.00 $1,600,000 .00 
1912 Collected Revenue...............++.. 310,279 .90 1,967,473 .34 
+ 279.90 0.1 + 367,473.34 23.0 
Estimated Revenue. 305,000 .00 1,700,000 .00 
1913 Collected Revenue.............. ones 286,887 .76 2,703,489 .91 
— 18,112.24 5.9 |+1,003,489.91 59.0 
Estimated Revenue. 300,000 .00 2,300,000 .00 
1914 Collected 270,854.97 1,819,587 .19 
ee ee — 29,145.03 9.7 — 480,412.81 20.9 


overdue taxes. 


economic conditions. 


. The greatest percentage of variation from the estimate appears 
in the cases of the mortgage tax and the revenue from interest on 
The yield of both of these sources showed rather 
marked fluctuations from year to year, as might have been expected, 
since they both depend, in a measure, upon general business and 
In the case of the other taxes and revenues, 
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the percentage of difference between the estimate and the yield was 
never greater than 10 per cent. The returns from the bank tax and 
the register’s fees were regular and fairly dependable, the former 
steadily increasing, and the latter steadily decreasing. 

It is interesting to note the apparent effect of each year’s experi- 
ence upon the estimate for the next year. In the case of the inter- 
est returns, for instance, the large excess of receipts over the estimate 
in 1913 (59.0 per cent), was doubtless in part responsible for the 
increased estimate in 1914, which, coupled with a sharp falling off 
in receipts made a deficiency of over 20 per cent. This is an excel- 
lent illustration of the difficulty with an uncertain revenue. If the 
estimate for 1913 had been continued in 1914 the results would have 
been much more satisfactory. But there was no certain way of 
predicting the marked decline in returns in 1914, and the estimate 


was a guess, based in part on 1913 results, which did not materialize 
the next year. 
The results with the bank tax were more satisfactory. In 1912 
the yield was a trifle below the estimate. The estimate in 1913 
was reduced by $100,000. At the same time the collections in- 
creased so that there was an excess of over $200,000. This experi- 
ence justified a return in 1914 to the 1912 estimate, and the tax, 
a not being subject to violent fluctuations, continued to yield more 
than $100,000 in excess of the estimate. 
oe As a general rule, it is probably better to have the results exceed 
ions the estimates, as a whole, than to have an appreciable deficiency. 
ay But the margin between estimates and collections should not be 
great in either direction. Moreover, the discrepancy need not be 
great with a properly constructed tax system. The operation of a 
4 tax should not be uncertain. If a large deficit is created by reason 
_ Of the failure of certain sources of revenue, it must be made up, 
a frequently by issuing bonds, to the detriment of future taxpayers. 
we On the other hand, a substantial surplus may lead to extravagance. 
"g mat In actual practice, however, as in the case of New York, a general 
a surplus in any one year would be applied to the reduction of taxes 
_ for the following year, so that there would be no danger of an 
accumulating surplus. Moreover, as a matter of fact, the difference 
as between estimated expenditures and revenues and actual expend- 
tures and revenues is not sufficiently great in any one year to cause 
See serious embarrassment. As has been noted, however, the cumu- 
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lative deficiencies in the collection of the general property tax has, in 
New York, required the resort to long term bonds to cover at least 
part of the loss. 

It is fair to conclude that the revenue systems of American 
cities, as a general rule, have proved more satisfactory from the 
standpoint of certainty of return, than from that of flexibility. 
The typical municipal revenue system needs the greater flexibility 
which might be obtained by the introduction of some form of 
taxation the rate of which might be varied from year to year with- 
out causing either great economic disturbance, or widespread 
popular opposition. On the other hand, the real property tax, the 
backbone of the system, has proved reasonably satisfactory with 
regard to the sureness with which results can be counted on, and 
the various minor revenues can be forecast with sufficient accuracy 
to avoid serious discrepancies between budget estimates and actual 
collections. 
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Expert Investigator, Committee on the City Plan, New York. Formerly Ex- 
pert Investigator, Commission on New Sources of City Revenue. 


Real Estate Tax. The backbone of the revenue system of 
American cities is the tax on real estate. In the average city the 
tax levy on ordinary land and buildings is more than four-fifths 
of the general tax levy and yields more than half of the total revenue. 
These proportions, of course, vary in different cities. In Augusta, 
Georgia, for instance, the levy is but three-fifths of the general 
levy and yields only one-fourth of the total revenue. In New York, 
on the other hand, the levy on ordinary land and improvements 
constitutes nine-tenths of the total property levy and produces 
two-thirds of the entire revenue. 

As the real estate tax is the most important source of revenue, 
the method of its assessment and levy merits the most serious 
attention. The scientific assessment and taxation of real estate is 
obviously the first step to be taken by a city in any attempt to 
improve its financial condition. 

Limitations on Tax Rate. The tax rate should always be fixed 
by budgetary requirements, not by statute. If the fixed tax rate 
is larger than that required by a city, it will result in extravagance 
and waste. If it is too small, it will result in the throttling of 
necessary expenditure; or in the tapping or retention of undesirable 
sources of revenue; or in the borrowing of money for current 
account. A congressional committee recommended the repeal of 
the fixed tax rate in Washington in 1912. 

A limited tax rate is only less harmful than a fixed tax rate. 
The cities of Ohio are at present having serious financial difficulties 
on account of the statutory limitations imposed on the tax rate. 
The limitations on the tax rate in Massachusetts were found so 
ineffective in their design and so irksome in their operation that 
they were repealed in 1913. The only city in the state that has 
a limited tax rate at present is em 
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Semi-Annual Collection of Taxes. Taxes should be collec 
semi-annually, the first installment at the commencement of the 
fiscal year and the second six months later. This policy has three 
advantages: (1) it effects a large saving in the interest paid on 
temporary loans issued in anticipation of taxes; (2) to the extent 
that such loans are reduced the market for long term borrowings 
is improved,—the capital available for investment in city bonds is 
increased ; (3) it diminishes tax delinquencies by permitting property 
owners, unable to pay their whole tax, to pay half and to go into 
arrearage for the other half. 

Tax Discounts. No discount should be allowed for the pay- 
ment of taxes. The best way to secure prompt payment of taxes 
is to charge a high interest rate on those remaining unpaid after 
a fixed date. If a discount is granted, the tax budget will have 
to contain an appropriation equal to the amount of the discount. 
If all taxpayers could take advantage of the discount to the same 
extent, the result would be nil—the rebate allowed each property 
owner would exactly offset the amount of his additional tax. But 
all property owners cannot avail themselves of the discount. The 
result is that the taxpayers availing themselves of it are favored 
with a differential tax rate at the expense of those who don’t. 

Full Value Assessments. All real estate should be assessed at 
full value. With true value as the basis of assessment, over- 
assessments and underassessments are more apparent and, there- 
fore, more easily corrected. An accurate assessment based on a 
percentage of true value entails a greater amount of work on the 
assessor than a full value assessment. He must first ascertain the 
full value and then proceed to calculate the percentage of assess- 
ment. A full value assessment saves this computation. 

Assessment at part value, moreover, gives a low tax rate the 
appearance of a high one. This artificial stimulation of the tax 
rate results either in the non-performance of much necessary work, 
or in its payment out of borrowed money when it should really be 
charged to current revenue. The borrowing power of cities has as 
a consequence of this policy been seriously abused. When assess 
ments are at, say 20 per cent of true value, as they are in many 
cities, the temptation to borrow for current purposes is almost 
irresistible. A 1 per cent levy on true value when translated into 
terms of a rate on such an assessment becomes a 5 per cent tax. 


— 
ia 
Th 
fo 
= 
4 


me 


FSS 


not biennially or triennially. An annual assessment of real estate 
greatly improves the administration of the assessing department. 
The assessors being practically the whole time in the field become 
experts in valuation. This secures uniformity of assessment. The 
annual assessment of real estate, moreover, increases the revenue 
of a city in that the increment in land value is intercepted every 
twelve months instead of every two or three years. It is also true 
that if real estate is not assessed annually, land of a declining value 
will be over-assessed a large part of the time. Biennial and tri- 
ennial assessments necessitate large and abrupt increases in the 
assessment of property rising in value. This excites much dis- 
satisfaction among owners. Annual assessments to a large extent 
overcome this difficulty in that the increases are smaller and more 
gradual. 

Separate Assessment of Land and Buildings. It is most impor- 
tant that land and buildings be assessed separately. Unless this 
is done a scientific assessment of real estate is impossible. Land 
tends to appreciate in value; buildings to depreciate. This fact 
makes it necessary to assess the two by different standards. To 
value both together inevitably results in an unequal assessment of 
property. 

Not more than half of the cities with a population exceeding 
30,000 assess buildings and land separately. 

In the cities that do make separate assessments the greatest 
divergency is found in the per capita land and building values. 
Taunton, for instance, has a per capita land value of only $147. 
San Diego has a per capita land value of $2,130. In Manhattan 
the per capita land value is $1,258, and in New York as a whole only 
$840. In Atlantic City it is $1,089; in Los Angeles, $1,100; and 
in San Francisco, $1,380. These cities illustrate the extreme. In 
the average city it is less than $400. 

The assessed building value per capita ranges from $140 in 
Perth Amboy to $750 in Newton. In the average city it is between 
$300 and $500. 

Methods of Assessment. An improved parcel scientifically as- 
sessed will usually not be assessed at a higher figure than its capital- 
ized rental unless the land value alone exceeds this sum. Its 
assessment, moreover, will ordinarily not be raised on account of an 
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increasing land value, except where such increased value results jn 
a larger rental. 

No building should be assessed at more than the difference 
between the value of the land and the aggregate value of the land 
and building. The value of new buildings should be computed by 
applying appropriate factors of value per square foot of floor space 
to the entire floor surface. The factor chosen in any particular 
case should be adjusted among other things with reference to the 
kind of building, the height between floors, the state of depreciation 
and obsolescence, and the per cent of lot area covered. 

Land Value Maps. Land value maps should be published 
annually. These maps show the value per front foot of inside lots 
on grade and of standard depth on each side of every block in the 
city. In the case of unplotted land they show the acreage value, 
Maps of this character aid: (1) the assessor in making equitable 
assessments by presenting him with a view of all his territory with 
comparable figures on every street; (2) the board of review in 
passing upon applications for a reduction of assessments; and (3) 
the public in judging the fairness of the assessments. 

Land value rules should be utilized in computing the assess- 
ments of lots of irregular depth and shape. Such rules are used 
by Cleveland, Newark and New York. 

Tax Maps. Tax maps showing the boundaries and dimensions 
of every lot are indispensable to an accurate assessment of land. 
Without their aid it is impossible to be certain whether all real 
estate has been assessed. Where they are not used considerable 
property escapes all assessment and taxation. 

Tax maps are not found at present in most of the smaller cities 
and towns. 

Exemption of Buildings. There is a movement on foot in 
many cities at present to exempt improvements from taxation. 
The policy has so far been adopted in part by only two cities, 
Pittsburgh and Scranton. 

Exemption can be most readily effected in cities with a rapidly 
increasing land value and a small improvement value as compared 
with the total real estate value. Given this condition the untaxing 
of buildings would mean only a slight increase in the present tax 
rate on land values and this could be done without seriously incon- 
veniencing either the city’s finances or private property rights. — 


7 
¥ 
1 
e 
a 
» 
¥ 
7) 
a 
4 
by 


a. 


Sounces OF REVENUE 


This is especially true of such western cities as Berkeley, Los 
Angeles, Oakland, Sacramento, San Diego, San Francisco, Seattle, 
Spokane and Tacoma. In all these cities the assessed land value is 
almost double or more than double the assessed improvement value. 
In San Diego for instance, improvements are assessed at but 17 
per cent of the total real estate. The land tax, therefore, produces 
almost five times as much income as the building tax. The improve- 
ment levy yields less than 8 per cent of the total municipal revenue. 
The land levy yields 35 per cent of the total revenue. San Diego is, 
however, an extreme case. In the other cities named above the 
improvement levy yields from 15 to 20 per cent of the total revenue, 
and the land levy from 30 to 40 per cent of the total revenue. It 
is doubtful whether any city in the United States derives less revenue 
from the taxation of improvements than San Diego. This city is, 
therefore, the logical place in which first to exempt improvements 


from taxation. In no city, however, do land values contribute a 
greater share of the total revenue than in New York. That city 
derives 41 per cent of its total revenue from the tax on ordinary land 
values. The tax on improvements contributes 25 per cent of the 
total income. 
ob The relation of land value to total real estate value varies 
enormously in different cities. Generally speaking it fluctuates 
os ak between one-third and one-half of the real estate value. But in 
Chelsea, Everett, Pawtucket, Taunton, West Hoboken, and Woon- 
socket, the assessed improvement value is twice or more than twice 
the assessed land value. Taunton, for instance, derives only 11 
= per cent of its revenue from the taxation of land values while it 
"a _ derives 25 per cent from the taxation of building values. West 
‘Hoboken, Chelsea, Woonsocket, and Everett derive 13, 15, 17 and 
19 per cent of their revenue respectively from the taxation of land 


= 


e __- values; and 29, 30, 34 and 38 per cent respectively from the taxation 
of improvement values. 

- ‘ Cities deriving such a large percentage of their revenue from 
_ improvements would obviously have great difficulty in exempting 
them from taxation. Exemption wherever effected will, as a rule, Pr 
have to be very gradual or the municipal finances will be seriously ae 
"embarassed. 

Special Assessments. Some cities derive as much revenue from 
Special assessments as from the general property tax. They are 
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most freely resorted to in western cities. There the limitations on 
the debt incurring power are frequently so stringent as to render 
loans for improvements impossible and the tax limit so low as to 
make their payment out of the tax budget out of the question. 

Assessment of Street and Park Openings. Any public improve- 
ment conferring a local benefit should be assessed. The assessment 
should be limited only by the cost of the improvement and the 
amount of benefit. No part of the cost should be assumed by the 
city where the local benefit is sufficient to pay the whole expense. 

Assessments for street openings are more general than those 
for park openings. In the acquisition of parks, however, Kansas 
City assesses the entire cost. Denver, Indianapolis, and Minne- 
apolis assess a substantial part of the cost. Before 1855 it was the 
practice in New York to assess the entire cost of park openings. 
During the next twenty-five years from one-third to one-half of the 
cost was assessed. Since 1880 the city has assumed practically the 
entire cost. Only within the last few years has an attempt again 
been made to assess the cost of parks. 

The best procedure governing assessments for street openings 
is probably found in New York.' The Board of Estimate and Appor- 
tionment has the power to fix the benefit area. The benefits may 
be apportioned between districts of special benefit, one or more 
boroughs, or parts of boroughs, and the city at large. Levies against 
one or more boroughs or the city at large are in the nature of flat 
rate assessments and collected with the annual real estate tax. The 
rules controlling the benefit area and the apportionment of assess- 
ments in street openings are most elaborate. Lack of space for- 
bids a detailed account of them here. 

Assessment of Physical Improvements. The cost of local im- 
provements, pavements, sidewalks, water and sewer mains, etc., 
should be assessed only in those cases where the work adds to the 
city’s capital account. In other words such assessments should be 
limited to the original improvement unless a subsequent improve- 
ment is of a higher standard than the original. Then the cost of the 
subsequent improvement, in so far as it is of a superior grade than 
the first, might be assessed. 

Only the first improvement confers a local benefit; the subse- 

‘Nelson P. Lewis, Paying the Bills for City Planning, Proceedings, Fourth 
National Conference on City Planning, 1912. 
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Sources oF REVENUE 

quent improvements, unless they are of a better quality, merely 
maintain the benefit conferred by the first. If this principle is not 
acted upon, assessments for local improvements will in effect have 
to be made a regular source of city revenue. This would be most 
unfortunate. It would result, as it were, in the creation of as many 
special taxing districts as there are separate improvements. The 
land values in the central part of the city are due quite as much to 
the activities of the people living in the suburbs as to those living 
in the heart of the city. It is consequently only just and fair that 
the cost of subsequent improvements should be provided for in the 
annual budget. In a large city the amount of work required each 
year is fairly regular. Its payment in this manner would conse- 
quently not impose any greatly fluctuating charge on the tax rate. 

To have the contractor act as the collector of assessments 
increases the cost of improvements as in making his bid he must 
discount the probability of the less valuable properties being unable 
to bear their assessments. 

The contractor should be paid during the construction of the 
improvement as the work progresses. To defer payment until the 
improvement’s completion obliges the contractor to include an 
added amount for interest charges in his bid. This practice also 
reduces competition for city work. Contractors unable to com- 
mand sufficient credit to finance the work to its completion are 
eliminated from the bidding. 

Payment should be made, not in warrants or assessment bonds, 
but in cash. Paper issued to contractors is usually not sold at par. 
The amount of discount, which varies from 5 to 10 per cent, is, of 
course, added to the prices bid. 

The maintenance of a revolving fund, replenished by assess- 
ments as they are collected, is probably the best method to enable 
the city to pay cash for its physical improvements. 

Excess Condemnation. Every city should acquire the right of 
excess condemnation in undertaking public improvements, especially 
in the laying out of new streets and in the widening or extension 
of old ones.? The financial advantage that will accrue to the city 
from the exercise of this right will be found quite as much in the 


* For an exhaustive discussion of excess condemnation see the report prepared 
by the present writer for the National Municipal League, and published by the 
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view, April, 1914. 


increase of the taxable values due to the economic replotting of 
areas adjacent to such improvements as to the profits derived from 
the resale of surplusland. The land adjacent to a street is generally 
divided into plots the shape and size of which are adapted, as wel] 
as might be to the street’s present use and condition. Widening a 
street, or laying out a new one in a built-up quarter disturbs this 
equilibrium. Not only are the existing buildings destroyed, but 
the abutting lots, after the work’s completion, are frequently left 
so distorted in shape and so dimunitive in size as seriously to impair, 
if not utterly to destroy, the proper use and development of the 
thoroughfare. For such a street to attain its natural importance 
it is necessary that the land fronting upon it should be wholly 
rearranged and replotted. 

There are many instances in our cities where street improve- 
ments have appropriated all but ten or twenty square feet of large 
lots. Remnants of such size are not only useless themselves, but 
they also keep other lands to the rear of them from being utilized 
to their best advantage. The present practice in making street 
improvements instead of enhancing the values of adjacent land 
frequently militates against its best economic use as actually to 
depreciate the taxable values. 

Under excess condemnation, the city might, in addition to the 
land requisite for a thoroughfare, appropriate these small parcels, 
obliterate the existing lot lines, and replot the frontages of the street 
in a manner conducive to its most wholesome development. The 
city would be in a far better position than the private owners to 
replot these injuriously affected plots. The cost, moreover, of 
acquiring the additional land would be negligible. When so much 
of a lot has to be taken as to leave the remainder practically worth- 
less, the price that must be paid for the appropriated part is, as a 
rule, as great as the market value of the whole. 

New York, Massachusetts, Ohio and Wisconsin have adopted 
constitutional amendments to enable their cities to exercise excess 
condemnation. 

The Unearned Increment Tax. The unearned increment tax 
is the most fruitful new source of revenue that can be adopted# 


* For a more complete discussion of this tax see the article by the present 
writer, entitled “The Unearned Increment Tax,” in the National Municipal Re- 
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Sources of City Revenue for the taxation of the unearned increment 
is at once a model of simplicity and applicability to American condi- 
tions. 

Briefly stated, this plan proposed to assess and tax annually 
all increment accruing in the future in the same manner as existing 
site values are now assessed and taxed. No heed is paid to sale or 
transfer of title in the imposition of the tax. The site value, as 
determined by the assessor for the year the tax goes into effect, 
is made the standard by which to measure all future increment, the 
assumption being that the valuations fixed by this department 
fairly reflect the current market values. Taxation of the increment 
in no wise exempts or relieves a parcel from payment of the ordinary 
real estate tax, the new tax being an addition thereto, although 
imposed only on that portion of the site value accumulated after 
the basic year. 

If the assessed site value of a parcel, for instance, should be 
increased $10,000 above the assessment of the basic year, the owner 
would pay an annual surtax on the amount of this increment in 
addition to the regular tax on the total value of his site. 

Increment arising from improvements, such as grading, sewer- 
ing, paving, etc., the cost of which has been borne by the owner, 
is, to the extent of such cost, deducted from the increment assessed. 
The increment assessed in any particular year is, therefore, the 
difference between the site value assessment for that year and the 
site value assessment for the basic year, after deducting the cost of 
improvements made during the interim. To illustrate: if the value 
of a piece of land should rise from $100,000 in the basic year to 
$110,000 after the basic year, and the owner could show that he had 
spent $4,000 in permanent improvements, either upon his own ini- 
tiative or in payment of special assessments levied by the munici- 
pality, he would be taxed on an increment of only $6,000; and the 
base value of the land for the future assessment of increment would 
thenceforth be $104,000 instead of $100,000. 

Examined from every point of view, the tax recommended by 
the Commission on New Sources of City Revenue is an infinite 
improvement over the English or German method of taxing the 
increment in site values. It differs most radically from the tax in 
either of these countries. In England and Germany the state in 
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consideration of a lump sum payment parts forever with its right 
to appropriate these unearned values. Under the suggested plan 
the state would retain a rent charge in perpetuity on all increment, 

As a revenue measure, the proposed tax has a vast advantage 
over the English or the German tax. As applied in these countries 
the revenue produced by the tax is almost entirely dependent upon 
the real estate market, and, therefore, subject to the most violent 
fluctuations. 

The tax recommended by the commission would produce a 
revenue which in its amount would be easily calculable from year to 
year. Its yield, moreover, in addition to being steady, would in- 
crease in amount. The Department of Taxes and Assessments 
estimates that site values in New York City increase at the rate of 
4 per cent per annum. The proposed increment tax at a rate of 1 
per cent would reduce this increase to about 34 per cent. Assuming 
this rate of increase to continue, the proposed tax would in thirty- 
two years yield a revenue equal to a 2 per cent tax on the present 
assessment of ordinary land values. 

Personal Property Tax. The personal property tax should be 
abolished. In some cities this could be done immediately without 
any great financial inconvenience. Personal property in New York, 
for instance, constitutes only 3 per cent of the general property 
assessment and yields only 2 per cent of the total revenue. Most 
cities, however, derive a much larger income from personal property. 
the levy in such cities as Chicago, Cincinnati, Cleveland, Detroit, 
and Minneapolis, constitutes between 25 and 35 per cent of the total 
general property levy. In these cities the abolition of the tax would 
probably have to be effected very slowly. 

No increased revenue is to be expected by taxing personalty ata 
low rate. The experience of Connecticut, Iowa, and Minnesota 
proves this. 

Business Taxes. The imposition of business taxes as a source 
of revenue is not to be commended. If large in amount they are apt 
to affect the business of a city most unfavorably, even to the extent 
of completely driving it away. They are also undesirable in that 
they confer a monopoly advantage upon those able to pay the tax 
by rendering certain businesses inaccessible to the poorer classes. 

Licenses. Licenses should be confined to such businesses 8s 
require inspection and regulation under the police power. The 
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cost of necessary supervision should fix the amount of the fee charged. 
A fee in excess of the cost of regulation would be very much in the 
nature of a tax. 

Permits, Privileges and Concessions. All permits, privileges 
and concessions should as a general rule be let at public auction. 
No free privileges should be granted. The fee should be of a fixed 
amount and collected periodically. It should not be based on the 
net or gross receipts of the business. This plan has been tried in 
different cities and is thoroughly discredited. A city to administer 
it successfully would have to employ a large staff of accountants 
and detectives. 

Departmental Fees. Fees charged for departmental services 
should not exceed the amount necessary to make their respective 
departments self-sustaining. 

Municipal Enterprises. Municipal enterprises, waterworks, 
electric light plants, gas plants, etc., should not be operated for 
profit. The rates charged should conform to the cost of service, 
including of course, the interest and amortization charges. To 
charge more than this results in unequal and inequitable taxation. =_— 
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ACCOUNTING BASIS OF BUDGETARY PROCEDURE 


By WitLB. Hap.ey, 
Chief Accountant, Department of City Controller, Philadelphia. 


au 


An accounting system to properly supplement budget proced- 
ure must provide for such an analysis of actual and estimated 
expenditures and receipts that the official and the citizen may pass 
judgment upon the plans proposed for the new year by a comparison 
of actual expenditures and receipts in past years with the estimated 
expenditures and receipts for the coming year. 

Such an accounting system has been developed in Philadelphia 
by City Controller Walton, who began January 1, 1911, to analyze 
expenditures by fund, organization unit, function (or activity), 
character and object. These classifications are indicated in the 


following outline: all 
‘= 


Funp—General, Loan, Special and Trust. 
OrGanizaTion Untr—City Treasurer, Bureau of Water, Sheriff, ete. 

 v Saieeae ire Fighting, Isolation of Contagious Diseases, Construction of 
a Sewers and Inlets, etc. 

CuaracreR—Expenses Incurred and Payment of Funded Debt: 


Administration, 
ody Other Expense. bite, 


Property Acquisitions. = 
_* Net Changes in Working and Current Assets: 

Stores, 
Postage and transportation, 
_ Reductions in Current Liabilities, 

_ Abatements of Revenue and 
Expenditures on Account of Prior Years. 
Ossect—Personal Services, 

Services Other Than Personal, ony, 


Materials, 
Supplies, 
Equipment, 
Structures and Non-structural Improvements to Land, Land, 
Rights, Obligations and Payment of the Funded Debt, — “ 
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Losses and Contingencies 


The above sub-head titles are complete under fund, character 
and object. Under organization unit and function only illustra- 
tions are given as the complete list of these two classifications would 
take considerable space. They are both given in full in City Con- 
troller Walton’s budget statement for the year 1916. 

Probably interest centers more closely upon the expenditure 
side rather than the receipt and income side of budget accounting. 
Expenditure classifications for budget purposes should cover at least 
a three-year period, namely: (1) the expenditures of the last com- 
pleted year, (2) the appropriations of the current year, (3) the 
expenditures of the current year to as late a date as obtainable, 
(4) the estimated expenditures for the remainder of the current year, 
and (5) the departmental estimates for the coming year for which 
the budget is being prepared. These several groups of figures must 
be subjected to a common classification in order that they may be 
comparable. When so presented the eye can readily follow the 
changes from one year to another and can note the changes in the 
object of expenditure, in the character of expenditure, in the func- 
tion (or activity), in the organization unit and in the fund. Any of 
these changes may be significant. 

In the object classification, for example, an increase in personal 
services, materials and supplies and a decrease in services other than 
personal would mean that more of the city’s work was to be done 
by administration and less by contract. A decrease in rentals and 
an increase in property acquisitions would indicate expenditures for 
permanent properties to replace leased properties, thereby reducing 


the fixed charges for rentals. 


In the character classification a marked falling off in mainte- 
nance may indicate that properties and equipment are not being 
properly maintained. Large expenditures for property acquisitions 
should be reflected in increased maintenance expenditures to pro- 
vide for the upkeep of the newly-acquired properties. Increase in 
operation may be the result of an expansion of the existing functions 
(or activities) or the taking on of new functions not previously per- 
formed by the city government. 

The relative use of loan moneys for current expenses and reve- 


Fixed Charges and Contributions, and 
Pensions and Retirement Salaries, Sp 
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nue moneys for permanent improvements and property acquisitions 
is clearly set forth in the fund expenditure classification. The 
classification by organization unit shows the expenditure for each 
department and bureau and the classification by function (or activ- 
ity) shows the expenditures, actual or estimated, for each one of 
the many functions of the government of the city. 

In order to have available for budget purposes the actual 
expenditures for the last completed year, it is necessary to keep 
expense, stores and property ledgers, together with a complete 
analysis of expenditures by the foregoing classifications. These 
analyses can be best secured by punching the information upon 
cards and sorting and tabulating the results thus obtained by means 
of machines. What would ordinarily be a very tedious task, if 
done upon analysis sheets, thus becomes a very simple one and the 
results are secured in a minimum of time. 

General account receipts are presented in the budget in a state- 
ment which shows the actual receipts of past years and the esti- 
mated receipts of the coming year for which the budget has been 
prepared. In the budget for the city of Philadelphia referred to 
above, the estimated general account receipts are presented in two 
ways, viz.: (1) the departmental estimates of what will be received, 
the purpose of which is to show any discrepancies in the five-year 
average, (2) the five-year average made by the city controller as 
required by act of assembly, which estimate limits the amount of 
general funds which may be appropriated by city councils. In 
addition to this annual estimate there is usually a fund surplus 
available at the closing of the year’s books, arising from an excess 
of the actual receipts over the estimated receipts and from merging 
balances of appropriations. These are the only sources from which 
general funds may be secured for appropriation, with the exception 
that city councils may authorize a temporary loan not exceeding 
$1,200,000 redeemable in four months. 

The amount of loan funds that becomes available for appro- 
priation each year depends upon the increase in the assessed valua- 
tion of taxable property, upon changes in the gross amount of funded 
debt outstanding, upon the increase in the amount of city loans held 
as investments by the commissioners of the sinking fund and upon 
changes in the status of other liabilities of the city. 

% ° ite Special and trust funds become available for appropriation 


A 
138 THe ANNALS OF THE AMERICAN ACADEMY 
— 
~ 
~ 
* 
| 
“hs 
‘ 


through the receipt by the city treasury of money for special and 
trust purposes, being appropriated then only for those specific 
purposes, for which it was received. 

In addition to classified statements of expenditures and reccipts, 
a budget to be complete should include comparative balance sheets, 
with actual and estimated figures, and comparative operation and 

surplus accounts with actual and estimated figures. Such balance 
sheets, operation and surplus accounts may be found in City 
Controller Walton’s budget statements for 1915 and 1916. 

Budget accounting is a source of information by means of 
which the citizen can fairly judge the results secured by officials and 
their programs for future accomplishments. I say “fairly judge” 
because I do not believe that the great majority of American citizens 
want to judge unfairly or in ignorance, if the basis for fair and intelli- 
gent judgment is presented in the budget. It serves a second 
purpose in that it is a bulwark of defense for the honest official. 
With it he can defend his past performances and explain the various bil? . 
increases asked for. rN 
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Fellow, New York School of Philanthropy. 


Of the $17.34 per capita paid in 1912 in cities of over 30,000 
for all governmental costs, sixty-four cents per capita represent 
. the expenditures for recreational facilities.! That is, of the total 
ss expenditures for governmental expenses 3.7 per cent went to recrea- 
tional purposes, including museums, art galleries, bathing beaches, 
playgrounds, parks and all other recreational facilities. The total 
spent for recreation in 1910 was $16,108,808.00, or fifty-nine cents 
per capita; while in 1903 only thirty-four cents per capita 
were appropriated for this purpose. The per capita expenditure 
of the thirty-three “cities’’ of Massachusetts in 1908 was 
eighty-seven cents.2 The 1914 Year Book of the Playground 
and Recreation Association of America shows 342 cities maintain- 
ing 2,402 playgrounds and recreation centers at a total expenditure 
of $5,700,223.81 for the year 1913. The Detroit Recreation Com- 
mission shows for the coming year a carefully drawn budget of 
forty items amounting to $169,299.00. 

These facts indicate that recreational facilities are beginning 
to figure as items in the municipal budget. While the appropria- 
tions are as yet inadequate they are sufficiently large to be taken 
carefully into account, and they are rapidly increasing. A further 
indication of the growing importance of this item in the budget is 
the fact that the usual practice is to establish such facilities under 
private initiative, playground and recreation associations and the 
like, and when they have proven successful to have them taken over 
by the cities. This means that in the future the cities are likely to 
take over many of the burdens now resting on private shoulders. 
There is cropping up also a tendency to take many recreational 
facilities out of the “commercialized amusement” class and run 

1 Financial Statistics of Cities Having a Population of Over 30,000. United 
States Census Bulletin, 1912. 
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citizenship rather than in the interest of profit. The municipal 
dance halls of Chicago and the municipal swimming centers of 
Philadelphia are good examples of this trend. This movement 
a toward public codperation in recreational facilities is natural and 
a inevitable, for the social conscience is waking to the need for whole- 
some recreation for all. Furthermore only in this way can adequate 
facilities be provided within reach of all and at small individual 
cost. 
The logical conclusion is that there is imperative need for care- 

ful analysis and standardization of the costs of these facilities. In 
order to plan improvements wisely, to estimate budget items, to 
compare the results which are secured in various cities, some bases 
of judgment and comparison are essential. In the matter of cost 
accounting most cities, as most recreation leagues and associations, 
are woefully lax. Cities run’their playgrounds and recreation cen- 
ters under the Department of Parks, or the city owns the parks or 
playgrounds and a private association equips them and directs their 
activities; or the Board of Education and the Bureau of Recreation 
handle the problem jointly. Some cities do not keep separate the 
attendance records of the various centers, some keep no records. 
At times the cost of operation is not separately kept for each center; 
again the costs of operation and of improvement are not separated. 
Frequently, when reasonably good figures are given, no careful 
description is given of the extent and character of the equipment 
and activities of the particular center. Even the terminology is 
varied and confusing. Thus this can as well be a plea for greater 
care and uniformity in reports and records as an analysis of available 
figures. 
The reports of Chicago and Philadelphia contain much that 

_ is lacking in other reports and an analysis of them is more valuable 
_ than generalizations from less complete reports. 
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_ The following table was compiled from the report of Chicago’s 
South Park Commissioners, —_— 28, 1914; 


them in the interest of t good morals, sound amusement and efficient 
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i 
1913 | 1913 | | improves 
Jackson Park .| $2,995,573.46| $169,640.75 onal 542.89] $0.19 | $56.29 | $312.47 
Washington Park.| 1,418,474.93| 144,915.28] 590,465] 371 24 | 102.16] 390.60 
Marquette Park..| 336,400.38] 17,770.16] 53,810] 322 33 | 52.82] 55.07 
Calumet Park. . . 20,001.24) 9,729.02] 76,343, 66.19] .127 | 486.45 | 146.97 
Sherman Park....| 491,176.88] 44,282.61] 732,741] 60.60] .061| 90.15| 730.73 
Ogden Park...... 503,277.74] 44,200.50] 685,758] 60.54] .064 | 87.84 | 730.25 
Palmer Park... .. 302,529.05] 41,702.87] 433,647| 40.48] .096 | 137.85 | 1,030.20 
Hamilton Park...| 247,146.92] 35,025.24] 529,149] 29.95] .066 | 141.72 | 1,202.% 
Bessemer Park ...| 329,615.97} 35,677.33] 510,635] 28.88}  .069 | 108.24 | 1,235.36 
Russell Square....| 167,800.67} 29,078.84] 433,004] 11.47| .069 | 173.29 | 2,535.19 
Mark White 

Square........ 257,374.23] 35,564.97} 606,725] 10 .058 | 138.18 | 3,556.49 
Fuller Park. ..... 510,554.07] 39,722.01] 781,887] 10 .05 | 77.80! 3,972.20 
Davis Square....| 214,486.25] 36,033.61] 610,380] 10 .059 | 168.00 | 3,603.36 
Armour Square...|  181,496.70| 31,374.80| 434,720] 10 .072 | 172.87 | 3,137.48 
Cornell Square...| 174,459.53] 30,337.07] 527,857| 10 057 | 173.90 | 3,033.70 


1“ Improvement” includes all equipment and improvements. 


These parks naturally divide themselves into two groups, 
Jackson, Washington, Marquette and Calumet Parks, which are 
especially large, and the remaining eleven all of which have prac- 
tically the same equipment and improvements. These consist of 
gymnasiums for men and women both indoor and outdoor, a field 
house, playgrounds for children, shower baths, swimming pools, 
tennis courts, ball fields and skating ponds. Jackson Park, the 
largest of all, contains some of the old World’s Fair buildings, a 
yacht harbor, boating and fishing lagoons, facilities for baseball, 
tennis and ice skating, and two golf courses. Washington Park 
contains facilities for sports, a conservatory and rose garden and 
the administration building of the park commissioners. Marquette 
Park, in addition to facilities for sports, has a field house with a 
dance hall and the nurseries of the park commissioners. Calumet 
Park, though large, has few improvements except a public bathing 
beach along Lake Michigan with ample dressing facilities for 
bathers. 

The most useful comparison, then, is between the last eleven 
parks, since these are very similar in equipment. The total im- 
provements vary considerably. A study of the other columns 


_ reveals the fact that the cost of operation per acre varies inversely 
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with the acreage; also that the cost of counniion per $1, 000 of im- 
provement varies inversely with the improvements and the acreage. 
In other words, the greater the acreage the less is the cost of opera- 
tion per acre, while as the acreage and the improvements increase 
the less is the cost of operation per $1,000 of improvement. 

In the case of these parks, attendance does not provide as 
useful a comparison as might be wished, since it is only the record 
of those participating in specific activities, and does not include 
those who may have been benefited by the park as a place for rest 
or an airing. However, it is interesting to notice that the cost of 
operation per unit of attendance varies comparatively little. The 
average cost of operation per unit of attendance upon activities for 
these eleven parks was .065 cents. It is estimated that the facilities 
of Jackson Park and Washington Park were enjoyed by 11,334,- 
716 and 11,650,000 visitors, respectively, during 1913. This 
would give a cost per unit of attendance of $0.015 for Jackson 
Park and $0.012 for Washington Park. 

It is worthy of note that the cost of administration for all these 


parks was 5.19 per cent of the total cost of operation. = | 
‘te 


Playgrounds 

The following table was compiled from the figures given by the 
Chicago Special Park Commission for the playgrounds under their 
charge during 1914.8 

The equipment of these grounds varies from a single playfield 
to a separate athletic field, sand house and shelter platform, base- 
ball and foot ball field, and indoor gymnasium. There are from 
twenty-five to forty pieces of apparatus on each playground. The 
playgrounds are open all the year, have a skating pond for winter 
and at each there is at least one director and one attendant in charge 
throughout the year. 

The figures show at what low cost playground facilities can be 
furnished. The average cost per unit of attendance for all the 
playgrounds was $0.0159. Here again the cost of operation per 
$1,000 of equipment and the cost per unit of attendance decreases 
with the increase of equipment. 


* Report of Special Park Commission, Chicago, December 31, 1914. 
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Taste No. 2 


; Cost of | Attend- Cost per | Cost 

| operation, | “ance. | | | 

348,020] 361 x 454 
308, 258 x 546 0107 33.23 
196,750] 116 x 696 016 | 32.05 
212,350] 125 x 275 015 | 37.06 
254,284] 265 x 164 011 | 32.33 
215,545] 264 174 014 | 30. 
200,351] 125 x 275 014 | 37.42 

120 x 123 
114,958] {195 200}| | 94.08 
173,476| 138 x 264 012 | 26.23 
188,875] 200 x 200 012 | 34.52 
.05 | 110,162] 181 x 194 020 | 31.98 
"SOARES: 7,000 | 3,203.42 | 217,991) 125 x 215 014 | 45.76 
7,000 | 2,186.82 | 98,750] 185 x 175 022 | 31.% 
7,000 | 2,101.25 | 115,172] 102 x 288 .018 | 30.01 
6,000 | 3,060.52 | 201,235} 300 x 598 015 | 51.01 
5,000 | 2,320.34 | 175,261] 235 x 95 013 | 46.40 
Washington............. 5,000 | 2,176.41 | 169,420] 128 x 174 012 | 43.53 
Northwestern............ 4,000 | 2,363.45 | 144,970] 70 x 350 .016 | 59.08 
4,000 | 2,135.26 | 50,919] 126 x 136 035 | 53.38 
! Approximate. 


The per capita cost here is much smaller, naturally, than that 
for the parks, since in the first place there are many more expenses 
such as policing, care of lawns, landscape gardening, etc., in the 
case of parks, and secondly, the complete record of attendance at 
If we take the per capita cost based on 


the parks is not secured. 


the estimated attendance at Jackson and Washington Parks we find 
that the figures $0.015 and $0.012 respectively compare well with 
the average per capita cost of the playgrounds, $0.0159. However, 
the additional expenses which the park features entail are cause 
for the fact that the cost of operation per $1,000 of improvement 


for parks is much higher than that for playgrounds. 


In the case 


of the playgrounds, salaries and wages amounted to 86.53 per cent 
of the cost of operation. 
The figures for playground costs in Philadelphia are given in the 


following table:* 


‘Compiled from report of Board of Recreation, January 1, 1914. 
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Tarte No. 3 
Athletic Park.......... $4,769 .28 113,822 | $0.041 Brix to 
Kingsessing Park.......| 5,323.84 131,341 04 
Chestnut St. Pier.......| 6,379.46 133,371 
1,603 .34 87,483 018 10 
Posk........... 4,539 .12 202,826 022 12 
6,600 .49 355,043 .018 12 
Happy Hollow......... 7,287 .72 162,054 044 aus 
Point Breeze........... 600 .90 21,999 027 Cling 
Race St. Pier........... 3,342.91 48,630 068 ic 
Sherwood Park......... 13,120.49 291,146 044 
1,116.09 82,332 .013 
Starr Garden........... 13,420.10 360,269 .037 
3,102 .37 164,889 018 
Waterview............. 3,303 .43 57,687 05 
2,731.15 66,314 041 
Westmoreland.......... 1,454.10 73,816 019 7 
Womrath.............. 459 .09 13,975 .032 
East Germantown... ... 538.14 42,151 .012 5 
Friends’ Meeting House 473.77 17,453 027 
Parkway.......... 225 .50 10,859 
547 .64 36,579 O15 
624.79 6,382 097 4 


The average cost of operation per capita for these playgrounds 
was $.0341 as compared with Chicago’s figure of $.0159. A com- 
parison between these averages is hardly fair, for in the first place 
Chicago’s playgrounds were open all the year while most of Phila- 

Taking those that were, Chestnut Street Pier, 
Happy Hollow, Sherwood, Starr Garden and 
Viaduct, we find an average cost per capita of $.033. Five play- 
grounds open only four months show an average cost of $.044, while 
the five grounds open from six to eight months show an average 
cost of $.03. Thus, irrespective of the length of the playground 
term, Philadelphia is spending more per unit of attendance than ta 
It also seems evident that keeping the playgrounds open ys 
during the winter months does not increase the per capita cost of 
operation, indicating that they are used to an extent which males 
it worth while to run them all year. 


delphia’s were not. 
Disston, Tunfield, 


Chicago. 
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The difference between Chicago and Philadelphia might be 
explained by the fact that a comparatively lower attendance raises 
the per capita cost. However, we find that while Philadelphia has 
a somewhat lower average attendance, 114,110 for 1913, compared 
with Chicago’s average of 172,956, its average cost of operation per 
playground, $3,705.31 is much higher than Chicago’s figure, $2,- 
618.28. Evidently, then, the difference is caused by a compara- 
tively higher cost of operation. 

The proportion of salaries and wages to the total cost of opera- 
tion is 77.81 per cent as compared with 86.53 per cent for Chicago. 


a Bathing Beaches and Swimming Pools 
. For bathing beaches and swimming pools Chicago again has 
‘ _ the best available figures as shown in the table below. => 
Tasie No. 4 
Rocky Ledge Beach'................- $3,029.59 | 111,565 | $0.027 
Ohio Street 1,744.52 152,708 O11 
Washington Heights Pool'............ 2,710.78 51,717 .052 
1,988 .57 85,218 .023 
+ 1,134.21 48,738 .023 
1,491 .23 79,889 .018 
so 1,983 .59 59,993 .033 


1 From Special Park Commissioners’ Report, December 31, 1914. All others 
are for 1913 from Report of South Park Commissioners, February 28, 1914. 


The four bathing beaches, Rocky Ledge, Ohio Street, Calumet 
and Jackson show an average cost per unit of attendance of $.028. 


There is little difference in the case of the twelve swimming pools, 
which had an average cost of $.026. These pools and beaches were 


— 
— 


5 & & 


or’ Unit Costs 
open for the months June to September, inclusive. The slight cost 
of operating a beach like Ohio Street beach, or a pool like Sherman 
Park pool, a little over one cent per unit of attendance, is the most 
effective argument for municipal recreational facilities. 

In Philadelphia, fourteen municipal swimming centers during 
ten weeks gave 26,533 swimming lessons at a total expenditure of 


Philadelphia conducted supervised play during July and August 
1913, under the Board of Recreation, in 106 school yards. The 
average cost per yard was $385.51 or a cost of $.041 for every time 
a child used the school yard. Their home and school gardens had 
an attendance of 173,307 during six months with an expenditure of 
$11,138.86, making a cost of $.064 per unit of attendance. 

The playground in Reading, Pa., had in 1914 an attendance of 
204,107 at a cost per capita of $.023. This compares favorably 
with the average cost for Chicago’s playgrounds of $.0159. 

The municipal dance halls of Chicago are‘able to sell two 
admissions for twenty-five cents, with free checking service included. 
Jackson Park, Chicago, has one nine-hole and one eighteen-hole 
golf course. During 1913 more than 300,000 persons played over 
these courses at an average cost of a little over five cents each. 

What one small city can do is told by a correspondent of the 
Playground Magazine.* Amherst, Nova Scotia, with a population 
of 10,000, had a recreation campaign during the summer of 1913. 
The high school grounds and one other plot were used as centers. 
Three experienced workers were employed at a cost of $310.00 and 
$169.00 were spent on work and equipment. It is estimated that 
the children’s games, athletics, ball games and other sports were 
participated in by 1,700 different persons at an average cost of $.27 
per person for the summer. The total attendance at all activities 
was more than 17,000 or about $.027 per unit of attendance. 

This analysis shows the comparatively low cost of recreational 
facilities furnished by public codperation. It is not pertinent or 
necessary here to discuss their importance. Recreation is an item 
in the city budget and is rapidly growing larger. The need now is 
for careful cost and attendance records and greater care and uni- ae | 


a- $2,739.33, or a cost of 10.3 cents per lesson. “ig 
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SOME SUGGESTIONS FOR PREPARING A BUDGET 
EXHIBIT! 


By J. Harotp Brappock, | 


— ee Vice-President, American City Bureau, New York. 

Primarily the function of the budget exhibit is to bring public 
_ | opinion to support public officials who have visions as to what might 
aes be accomplished toward social well-being and to counteract the 
vee indifference of the passive many and the selfish interests of an 
active few who hamper the work of civic progress. The budget 
exhibit accelerates the forward movement by pointing out graph- 
ically the need for municipal improvements and helps communities 
approach these higher standards by guiding them in the actual 
work of carrying out the recommendations indicated. Thus the 
budget exhibit is a potent factor in the social education of the public, 
the connecting force between the educational agency and those 
intent upon active civic advance. 

An efficient budget exhibit, accordingly, is educational in its 
nature and shows to the taxpayer such facts as: 


oo A. The work accomplished by the department or bureau asking for 
money 
“Se How much spent last year 


_-—,- How much wanted for the next year 
A Ce What is to be done, and the reasons for the increase or decrease 

B. The cost of such work per unit, with the comparison of the cost of 
a such work in other comparable cities 


ae C. Relative efficiency of the work done as compared with that of other 
a comparable cities 
a D. Work that might be done effectively and estimate of the cost of such 
if work with a comparison of conditions in other comparable cities 


a E. Opportunities for saving in the conduct of the city’s business by the 
« introduction of scientific management 


1 It is the purpose in this paper to deal with no phase of the budget exhibit 
other than the details for charts. For treatment of other phases, see “The 
Efficiency Value of the Budget Exhibit,” The Annals of the American Acaé- 
emy of Political and Social Science, May, 1912, page 151; “How New York 
Views Ite Budget Exhibit,” the Twentieth Century Magazine, November, 1911, 
page 21; “The Significance of the Dobbs Ferry Idea,” The American C ity, August, 
1912, page 106. 
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To avoid confusion, the functional method of display is adopted, 
with codrdinate displays by departments as arranged in the budget, 
unless the budget is functionalized. 

1. General charts for the city as a whole give the area, popula- 
4 tion and death rates, marriage rates, tax rate, miles of highway, etc., 

with a comparison of these with another comparable city. 

2. The system of government is illustrated by charts showing 
slic the general plan of the system and of regular departments and 
ght offices. 


the 3. The ‘“‘cube”’ scheme for showing budget totals usually is 
an adopted, classifying both by departments and by functions, to- 
get gether with cubes showing the city debt as compared with other 
comparable cities. 
Hes 4. The city budget as a whole is _— on two ) charts. The 
ual first is departmentalized as follows: 7 
the General 
lic, Fire protection ba 
ose Police 
Health 
Sidewalks, cross-walks and parks 
for Street lighting 
Street sprinkling 
Assessments and collection of taxes fr 
Public library 
City court 
it of Ete. 
i The second shows the following classifications: 
Salaries and wages 
uch Repairs and replacements 
Fuel 
the Forage 
Shoeing horses 
Telephone 
‘bit Light, heat and power 
The Water 
ah Advertising and printing <3 
rork General supplies 
911, Contingencies 
ust, Etc. 


5. General administration—Chart showing present expendi- 
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tures and estimates for next year with increase or decrease, and 
reasons. 
6. Fire protection—The exhibit to show the following charts: 


7 a. Expenses last year and estimate for next year, with increase or de 
crease as to 


Salaries of permanent men 
Salaries of call-men 
Supplies 
Alarm system 
Telephone 7 
Uniforms 
Ete. 
b. Fires per month for ten years 
ve Number of fires per month per 1,000 population 
_ 2 Number of fires per month per 1,000 population in comparable cities 
Number of men employed 
Permanent 
Call 
Number of men employed in proportion to population; compare with 
other cities 
d. Property loss through fires for ten years; compare with other cities 
e. Equipment of department _ Equipment of department nome 
cities 


No. value No. value on 
Engine houses Engine houses 
Hose te Hose 
Engines Engines 
Ete. Ete. 

Total Value Total value 


J. Increase of property valuation last ten years 

Increase of appropriation for fire protection last ten years, with rela- 
'% tion to property valuations 


7. Police protection exhibit on same lines as above, emphasizing 


possibility of saving, and showing needs. - = 


8. Health exhibit on lines as above. 
«9. Sewage exhibit showing: 


a. Complete chart of expenses and estimate for next year with increase 
or decrease 
b. Chart of present system and extensions desired, with cost ; 
c. Work accomplished 
@. Cost of sewers and operation a 


_e. Cost of different kinds of sewers, pipes, drains, etc. 
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t. Cost of cleaning sewage basins per basin with number cleaned last 
, force employed, and number of cubic yards removed per basin with 
rison of cost in other cities 
Method of disposal of sewage ime 
i. Show ketter method of disposal, etc., and cost of installation of better 
system of improvements 
j. Budget appropriation for maintenance of sewers, with number of 
miles of sewers and appropriation per mile 


k. Number of employees feat 


a. Complete chart of garbage expenses last year, with estimate of cost 
for next year, and increase or decrease 
b. Portions of city covered, with cost per cubic yard of material removed 
and per capita of population and comparison with comparable city 
__ ¢, Cost of extending to other sections of city eS, 
rf d. Methods used and better methods possible, with cost of ; ~ 
" 
e. Number of employees dies 


f. Equipment and value of same 
11. Sidewalks, cross-walks and parks. 


a. Complete chart of expenditures and estimate for next year, with 
increase or decrease 

b. Map of square yards of new walks laid, with kind of walk and 
needs for next year 

c. Repairs made, and the cost per square yard of repairing various kinds 
of walks 

d. Cost of cleaning snow per cubic yard for walks, with snow falls in 
square yards, and cubic yards cleaned and per capita cost. Cost in com- 
parable city as 

e. Number of parks, acreage, and location by map aH? 3 

f. Cost of up-keep of parks per acre lene wai cote 


g. Number of employees 
12. Street lighting—similar exhibit. 
13. Street sprinkling—similar exhibit. 
14. City court. 


a. Chart of expenditure and estimate for next year, with increase or 
decrease 
b. Number of persons held and final disposition during year i: 
c. Cases of various sorts for ten years, comparative statement osx. 
d. Charts classifying persons held by nativity, age, color, marital con- 
dition, etc. 
sae e. Needs and cost comparisons with other cities ak: 
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15. Finance. 


a. Charts showing | ay of administering mar of city and estimate 
for next year, with increase or decrease 

b. Total city debt showing increase for ten years. Total and propor. 
tional debts of other comparable cities 

c. Comparative budget totals for ten years, with estimated total for 


next year 

d. Increase in budget compared with increase in population, showing 
per capita expenditures 

e. Sinking fund 

J. Bonds issued last year Ser 


g. Proposed for bond issues next year 
(our 
16. Assessment and collection of taxes. = 


a. Charts showing cost of assessing and collecting taxes, and estimate 
for next year with increase or decrease 

b. Work done in last year 

c. Income from various taxes and estimate for next year, and per capita 
rate 


In some instances it is desirable to have a more complete 
exhibit for a particular department. For example, the exhibit for 
the department of street cleaning shows for a number of years and 
for comparable periods, the following standard facts. 


A. Average cleaning cost per thousand square yards cleaned by all 
wi methods, all pavements 
B. Average carting cost per cubic yard of all refuse removed 
C. Average disposal cost per cubic yard of garbage disposed of 
D. Average disposal cost per cubic yard of ashes, sweepings, and 
rubbish disposed of 
‘ E. Average stable cost per horse day working 


But it is desired to go further in the exhibit of this department. 
Accordingly, such facts as the following are shown: 
Map of city with appended statistics as to 


ie 
a. Population 


iii. Unpaved 


ii. Macadamized 
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¢,_ Area of pavements @ 

i. Rough (Block, cobble, granite) 4 
nate ii. Smooth (Asphalt, wood block, brick) 

Macadam (Tarred, oiled, plain) 
por- iv. Unpaved afd 

for 2. Organization chart of department. ith 
3. Digest of statutes, charter provisions, city ordinances, 
me health regulations, police regulations and department rules relative 

to street encumbrances, street cleaning, carting, disposal of refuse, 


ete. 
4. Arrests for violations, with number fined, amount of fines, 
number of fines, number imprisoned, number discharged. 


5. Expenditures for the following: 


7 a. Salaries rari tyra 
b. Wages 
pita c. Apparatus, machinery, vehicles, harness, etc. Re 
d, Furniture and fittings 4 
for g, Automobiles, purchase and maintenance 4 
nd Horses—purchase “tt, 


Etc. 


6. Salaries and wages—Number at each price, number of days, o 
anid and total paid for each class of labor. 

7. Revenues from sale of garbage, trimming dumps, etc. 
8. Equipment of each sweeper. . 
nt. 9. Square yards cleaned each day per sweeper, per sweeping 
machine, per flusher, per flushing machine, per squeegee. 

10. Samples of receptacles on streets. 

11. Monthly work of department by loads and by cubic yards 
in carting street sweepings, ashes, garbage, rubbish, snow and ice. 

Ete. 

These statistics are not required for every city, nor are they 
available in most cities. They serve to indicate, however, the 
variety of matter possible to place in the exhibit of a department 
which is studied intensively. 

The budget exhibit, then, shows by means of photographs and 
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charts how much the city spends each year and what it gets for its 
money. Expenditures, accounts and annual reports are compared 
with expenditures for similar purposes in other towns. On the 
physical side, the best that the city has is compared with the worst 
that it has, with a view to pointing out what the city needs as to 
parks, repairing of streets, cleaning of streets, sidewalks, trees, 
artistic electric light poles, underground electric wires and city 
planning. Public amusements are compared with provisions made 
by other towns for playgrounds, entertainment halls, game rooms 
and public baths. In the matter of health, is set forth what the 
city does and what other towns do to control the quality of milk, 
water, ice, foods, plumbing, nuisances, tenements and contagious 
diseases. Similar figures show school attendance, absences, non- 
promotion, and elimination, medical and physical inspection and 
treatment of school children, ventilation, decoration, equipment, 
ungraded classes for retarded pupils, manual training, domestic 
science, vocational guidance and wider use of the school plant. In 
each instance the best things in the city are set forth, thus lauding 
the city for its accomplishments. Where both good and bad con- 
ditions exist, the best are set forth, and alongside are shown the 
worst, with the question as to whether the best is any too good for 
all of the city. 

In every instance it has proved essential to procure the coépera- 
tion of city officials in charge of each of the city departments for 
which an exhibit is planned. Usually city officials are glad to show 
the public what they are doing with their appropriations and what 
they would like to do if they had larger appropriations. The same 
thing can be done with the private organizations engaged in phil- 
anthropy and civic welfare work. In fact, it is profitable to arrange 
for heads of departments to codperate with the executives of private 
agencies in getting up exhibits covering their mutual fields. For 
instance, the anti-tuberculosis league and the organization in charge 
of milk stations codperate with the health officer; the associated 
charities codperate with the superintendent of the poor, etc. If 
each department head will endeavor to show how much money 
was appropriated at the beginning of his term or at the beginning of 
the year, how much was expended and what services were rendered 
for the money spent, a pretty clear picture will be given’ of the 
results of that department’s activity. Have this tied up to what 
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the executive would like to have accomplished, and there is the vf 
basis for increased public interest. 

Throughout the exhibit there are shown photographs. For 
illustration, at one budget exhibit there were shown such pictures 
as the following: 


1. The best looking house and home site in the village, cost or rent of 
which was not over a certain specified amount 
ae. Vistas looking over the surrounding country 
" 3. The first village playground 
— 4. Schoolhouse, closed and not used; with complementary picture 
showing children playing in the street 
5. Aqueduct not used and available for playground 
6. Abrupt ending of main street, with complementary picture of monu- 
ment or fountain in similar location 
7. Ugliness of poles and wires on streets, with ne picture 


8. New engine house, a model of its kind 
But the strength of the exhibit in attracting the public at ‘the 


lies in the number of active exhibits or working models. For this _ 
purpose the following devices have been useful: r 


1. Fire department exhibit—real alarms turned in at fire alarm box, ond : 
firemen in full regalia spring to their places on fire apparatus 

2. Street lighting department—lights flashed to show tests made on arcs 

3. Street cleaning department—model of two-storied fire department 
headquarters building, beside which stands a pile of street sweepings 
three times as large, indicating comparison of amount of street sweepings _ 
removed each year 

4. Health department—laboratory showing saving of babies from im- 
pure milk 

5. Building department—charts, pictures and models showing how to. 
build and how not to build houses or tenements 

6. Purchasing department—piles of all kinds of groceries, coal, engi- 
neering supplies, etc., purchased by city in one year, with prices on them 
and gilded cubes indicating amount of each purchase annually. Each cube 
connected by colored ribbon to central chart containing salient figures and 
information about the department 

7. High-pressure water system—miniature sky-scraper aflame, witha 
stream from a hydrant, one from an engine, and one from a high-pressure ss 
hydrant, contrasted with the 320 feet to which a stream can be raised by a >» . 
modern high-pressure system 

8. Education department—1,000 feet of film show fire drills, etc. 

9. Schools—examples of articles made by pupils in vocational training — 


departments, both boys and girls 
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10. Purchasing department—pictures showing trees growing through 
machinery and tools cast away in store yards and disorder in store rooms, 
contrasted with sample shelving and bins for keeping supplies in order, 
together with perpetual inventory records 

11. Health department—dental clinic, examining teeth of school children 

12. City laboratory—testing apparatus for determining heat units jn 
coal 
A 13. Model of farm yard well, showing facility with which water is con- 
ie taminated from barn-yard filth 

14. Large bottle with electric light flashing, labeled and designed to 
= show danger of patent medicine 

_ 15. Model showing six small dolls in cradles passing across table top into 
ng 


a door marked “Entrance to Second Year,’’ with a seventh small doll 
covered by a grave and stone before it enters this gateway; indicating 
graphically the infant death rate. 


Limitless ideas suggest themselves to those actively engaged 
in the preparation of a budget exhibit. For those whose facilities 
for putting their ideas into practice are limited, there is always 
available the codperation of the Educational Exhibition Company, 
of Providence. A number of the models and devices suggested in 
the preceding paragraph were designed and made by this company 
of young men. 

Each successive budget exhibit witnesses a broadening of the 
scope. Early exhibits gave attention to few subjects other than 
those included strictly within municipal activities. Later social 
welfare became an important theme in budget exhibits. Then 
came commerical facts relative to the city, with charts giving such 
information as the following: 


. Assessed valuation for past ten years 

. Building permits ’ 


. Post office receipts 

. School enrollment, public and private 

. Public library, volumes and circulation 

. Industrial activity, number of factories and number of employees 

. Building and loan associations, total membership, borrowing members, 

assets 

. Bank capital and surplus 

. Savings deposits 

Total bank deposits 

. Bank clearings 

. Value of products So 


. Capitalization of industries 
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15. Cost of materials used 
16. Value added by manufacture ie 
ant 17. Salari ‘ies and wages 


20. Port arrivals and clearances—coastwise, foreign, tonnage 


Meanwhile there has been growing up a group of men through- 
out the United States who have a vision of the intimate relationship 
between sewers, streets, tunnels, and the administrative and com- 
mercial activities of cities. Sewer systems built without provision 
for community growth required money which should be available 
for other city needs. In contrast, the telephone companies in most 
cities have their trunk lines planned and built upon the certainty of 
future growth. On the one hand, an exorbitant over-tax is laid 
upon every person living or doing business in the city, with resultant 
loss in efficiency and waste of funds. On the other hand, a process 
of conservation brings a potential benefit to every citizen. Con- 
sequently, the relationship between city planning and community 
development and actual administrative efficiency has taken con- 
erete form in a visualization of the principles involved—in the 
American and Foreign City Planning Exhibition, as it is called, of 
the American City Bureau. 

This city planning exhibition, which has been shown in con- 
nection with municipal exhibits, budget exhibits and government 
expositions in the United States, Canada, and Chili, marks the 
most recent step in the evolution of the budget exhibit. Beginning 
with such prosy municipal subjects as sewers, pavements, streets 
and switching yards, it leads upward to the highest interests of 
humanity. It is designed graphically to analyze the city into ele- 
mental parts, to show their structural relationship and the scientific 
method of city planning. It is part of the great movement typified 
by the budget exhibit, a movement which is sweeping across the 
land and transforming our municipal life. That transformation is 
to be from waste to economy, from confusion and congestion to 
order. It means that the great distributive function of our economic 
life is to be articulated with the other great function, production, in 


agreement with the dominant principle of the day—efficiency. ‘es 
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Grapnic Mernop or SHowine THE Monry Cost or Leaxy Faucets. 


Under Average Water Rates and Pressures This is the Way That Leaks 
Run into Money. 


Each 1-64 inch leak wastes 2 gallons per hour and costs . . . le per day 
Each 1-32 inch leak wastes 8 gallons per hour and costs . . . 5c per day 
Each 1-16 inch leak wastes 34 gallons per hour and costs . . . 2lc per day 
Each 1-8 inch leak wastes 137 gallons per hour and costs . . . 86c per day 
Each 1-4 inch leak wastes 514 gallons per hour and costs . . $3.21 per day 
Each 1-2 inch leak wastes 2057 gallons per hour and costs. . $12.84 per day 


> 


7 _A Illustration of difference between two styles of display charts. — 
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Next, here are all the sources of revenue—from general 
taxes and special license taxes. 


Where every dollar of public revenue 

collected in St Lovis comes from- | 


WATER 
LICENSES 


TAXES 


gt 


That completes the story of the increased tax rate. There 
are some significant points in our fiscal system which, how- 
ever, need attention in connection with an increasing tax rate, 


First, let’s see how the money is distributed. 


Where every dollar of public revenue 
collected in St Lovis 


SCHOOLS 


STATE 
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goes to- 
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Productive farmlands in Missouri St Lovis pays taxes on 
(excluding all unproductive lands) 6G 4 % assessed valuation © 
pay taxes on 25% assessed of property. 
valuation of property. 


If all property in Missouri were assessed at 66 2-3 per cent of its true value, 
the state would have plenty of money and St. Louis would not bear an unjust 
threofthe state’s burden, 

Jegbud of} £18! moy 
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, One redson why StLovis bears an unfair share of the states expenses. — 
—— 
: 


Our City Will Grow 


Matter Who's Elected 


From 1903 to 1913 the budget grew 2% times faster than 
the city’s population. 
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BUDGETARY PROCEDURE UNDER THE MANAGER 
FORM OF CITY GOVERNMENT 


Be Dayton Bureau of Municipal Researche 


Forty-five cities have at the present writing adopted the com- 
mission manager form of government, which is modeled upon the 
organization of private corporations, and which plan, more than any 
other, it is believed by its adherents, lends itself most readily to the 
development of an efficient administration of city business. It is 
logical and rational because it recognizes the fact that managing a 
municipality is a specialized profession and cannot be left to mer- 
chants, manufacturers or mechanics. 
What have these cities under the manager plan of government 
, accomplished in the way of efficiency and economy? Scanning a 
list of achievements enumerated by Richard S. Childs in the July 
number of the National Municipal Review, it is found that Dayton, 
in 1914, by an increase of $77,709 in its operating expense over the 
year 1913, gave $140,000 worth of new service under the new régime; 
Springfield reduced its operating expense by $50,000, wiped out a 
floating debt of $100,000 and was getting more service than before; 
La Grande reduced $110,000 of outstanding warrants by $35,000 
during the first year; Manistee saved $20,000 on a budget of $104,000 
and at the same time increased the service; Cadillac reduced its 
annual operating expense by $6,000, at the same time improving 


the service. 
| Such results give evidence not only of adherence to the funda- 
a mental principle in city business—keeping expenditures within the 


income—but also of having planned expenditures so as to produce a 
maximum of returns. In private business the expenditures deter- 
mine the income. Under normal conditions, every dollar spent 
means a dollar plus of returns. On the other hand, the income of a 
city is limited to a definite amount, while the needs as a rule seem 
infinite. It is, therefore, essential under these conditions to prepare 
& budget by which one benefit can be weighed against another and 
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the money apportioned according to benefits to be derived. This 
seems to have been done by the commission-manager cities, but 
whether in a scientific manner or not is another question. At least 


it was done in an effective manner. ro. 73 
Data were received from the following cities: 


_ 4 For current operating expenses only. 


Taking the budgetary provision of the charters as a basis, the 
cities enumerated above may be divided into two groups—Dayton 
comprising one and the remaining cities the other. In the cities 
of the second group the charters provide merely that at a certain 
time each year the commission shall cause to be prepared or that 
the manager shall prepare a list of receipts from all sources and 
detailed estimates setting forth the necessary expenditures for all 
purposes for the ensuing year. Neither the nature of the informe- 
tion desired, nor the extent of the detail required, are specified. 

However, from information gathered, it is found that the city 
managers base their requests upon detailed information of expendi- 
tures during past and current periods. Furthermore, because of 
the small size of the cities and the correspondingly smal! amounts 
involved, the managers and even the appropriating bodies have 
intimate and detailed knowledge of work done and work proposed, 
of the need and the cost. An example of this is furnished by Morris, 
Minnesota, where “ unit costs of all work and a statement of expendi- 
tures are made bi-monthly. The progress and plan for all work is 
discussed at the weekly commission meeting.” 

Appropriations are made for each department, without being 
functionalized and not according to a uniform classification. Al 
though the budgets are unscientific in form, they seem to work out 
satisfactorily in practice. In formulating the budget, the executive 
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in every instance obtains all the information necessary for the 
presentation of sound estimates and intelligent recommendations. 

It is evident from the results achieved that not only was an 
adequate relationship between receipts and expenditures established 
and maintained, but that expenditures were made according to a 
well considered program. While such informal methods apparently 
proved satisfactory from an administration standpoint and did not 
hinder willing officials from operating efficiently, it must be remem- | 
bered that city officials are not alone interested in the budget. The 
public also is vitally interested in how its money is being spent and 
it is therefore incumbent upon those preparing the budget to present 
to the public in a concise and clear manner such statements as will 
assist the layman in comprehending intelligently how and why 
funds are being apportioned in the specific manner in which they 
are. Comparative summaries of receipts and expenditures of past) 
and current periods should be prepared, the financial status should 
be explained through a debt statement and balance sheet, and appro- 
priations should be made in such manner as to make clearly evident 
the definite purposes for which the funds will be spent. This in- 
formation is essential for efficient financial control in small as well 
as large cities. 

Dayton, Springfield, and Sandusky operate under similar budg- 
etary provisions in their charters, but because of the size of the 
city and the fact that all department heads are appointed, by the 
manager, the success or failure of Dayton’s government has a special 
significance and its budget is of a correspondingly peculiar interest. 
In the smaller municipalities, where the managers know every 
minute of the day the status of all activities, noteworthy economy 
seems to have been effected even with unscientific budgets. In 
Dayton, however, with a budget of $1,303,000 for current operation 
only, the manager cannot without a formal system of budgetary 
procedure determine intelligently the amounts necessary for the 
various functions, nor can he without a functionalized work-pro- 
gram judge the efficiency of his department heads. Furthermore, 
& painstaking and concise exposition of the finances of the city 
must be made for the information of the public. 

Prior to January 1, 1914, under the federal plan of government, 
Dayton operated under an inadequate and unscientific budget and 
the result was government by deficit. Twice a year, the finance 
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committee of the council prepared a six months’ budget based upon 
requests from department heads. These requests were not suffi- 
ciently detailed, nor did they contain adequate supporting data of 
past expenditures to substantiate the new demands. The finance 
committee based its recommendations upon the last appropriations 
without knowing how efficiently the money was spent, and council 
then made its appropriations in more or less aggregate sums. These 
appropriations were not necessarily kept within the estimated in- 
come and as a result for six successive years a deficit of $60,000 per 
year was created. Public hearings upon the budget were not held. 

Since January 1, 1914, Dayton has been operating under a 
commission manager charter of which the provisions governing the 
appropriations are as follows: 


The fiscal year of the city shall begin on the first day of January. On or before 
the first day of November of each year the city manager shall submit to the city 
commission an estimate of the expenditure and revenues of the city departments 
for the ensuing year. This estimate shall be compiled from detailed information 
obtained from the several departments on uniform blanks to be furnished by the 
manager. The classification of the estimate of expenditures shall be as nearly 
uniform as possible for the main functional divisions of all departments, and shall 
give in parallel columns the following information: 

a. A detailed estimate of the expense of conducting each department as 
submitted by that department. 

b. Expenditures for corresponding items for the current fiscal year, including 
adjustments due to transfers between appropriations plus an estimate of expendi- 
ture necessary to complete the current fiscal year. 

;  ¢. Expenditures for corresponding items for the last two fiscal years. 
'' dd, Amount of supplies and materials on hand at the date of the preparation 
of the estimate. 

e. Increase or decrease of requests compared with the corresponding appro- 
priations for the current year. 

f. Such other information as is required by the commission or that the city 
manager may deem to be advisable to submit. 

g. The recommendation of the city manager as to amounts to be appropriated 
with reasons therefor in such detail as the commission may direct. 


It is realized that the wording of the above section which pro- 
vides that the “classification shall be as nearly uniform as possible 
for the main functional divisions of the departments” is no longer 
applicable, and should read “shall be uniform for the main fune- 
tional divisions. . . . ” In practice the latter interpretation 
is carried out. 
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F oo The Dayton budget for 1915 does not include a program for 


nt improvements to be paid out of bonds, but except for 
this phase it is complete and according to scientific standards of 
budget procedure. Based upon a detailed estimate of revenue from 
all sources except bond sales, appropriations are made in accordance 
with a uniform classification of expenditures for each functional 
division. 
The following sections go to make up the 1915 budget: 
Estimated income by source; 


Summary of expenditures by objects purchased; 
Summary of expenditures by organization units and according to objects 


Appropriation ordinance including detailed appropriations to each function, 
in accordance with a uniform classification. 


All the receipts of the city coming from taxes and miscellaneous 
sources go into one fund called the general fund. From this fund 
all appropriations are made to each departmental division, by char- 
acter of expenditure, which is divided into two main groups,— 
current operation and capital outlay. Under each of these groups 
appropriations and allotments are made in accordance with the 
following classification: 
A. Personal Service 

Personal service is direct labor of persons in the regular or : temporary employ- 
ment of the corporation. 


1. Salaries. 
Contractual services are activities , performed by other than municipal de- 
partments, under expressed or implied agreement, involving personal 
service plus the use of equipment or the furnishing of commodities. _ 


. Communication. * 

Contractual Repairs. 
Insurance. 


. Public Utility Services, N. O. S. pre 
. Special Service. 7 
. Other Contractual Services. 


C. Sundry Charges 
Sundry charges include those outlays itil or morally Pettd upon the 


city as a public corporation and trustee. 
1, Contributions. 


2. Debt Service. ~ 
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D. Supplies 


Supplies are commodities of a nature which after use show a material change 
in, or an appreciable impairment of, their physical condition; and instr» 
ments liable to loss, theft, and rapid depreciation. 

. Chemicals, Drugs, and Medicines. 

. Clothing, Dry Goods, and Notions. wis ine cies 

Fuel. 

. Oils and Lubricants. 

. Stationery. 

aterials are commodities of a permanent nature,—in a raw, finished 

unfinished state,—entering into the construction, renewal, replacenams 
or repair of any land, building, structure or equipment. 


1. Lumber. 

2. Machine and Metal Materials, 

4. Paints, Oils, and Glass. 

5. Other Materials. 
F. Equipment 


Equipment comprises the live stock, furniture, machinery, implements, 
vehicles, and apparatus necessary and useful in the operation of the cor- 
poration, and which may be used repeatedly without appreciable impair- 
ment of their physical condition, having a calculable period of service. 

1. Furniture and Furnishings. 


4. Motor Vehicles. Ag 

5. Vehicles and Harness. 
6. Miscellaneous. 


G. Lands, Buildings, and Structures,—By Purchase 


Supplies are classified according to the nature of the goods 
and not according to the use to which they might be put; for in- 
stance, gasoline is listed under oils and not under fuel. 

The appropriation ordinance, which has been found satis 
factory for the ae two years, is as follows: 
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_ for the various purposes hereinafter specified for the payment of all expenses and 


To make the general appropriations for the year 1915. 

Wuereas, It is necessary in order to provide for the immediate preservation 
of the public peace, property, health and safety, and to provide for the usual 
daily operations of the municipal departments that the general appropriations 
for the year 1915 be made at once: 

Be it ordained by the Commission of the City of Dayton: 

Secrion 1. That there shall be and hereby is appropriated out of any 
moneys in the treasury, or any accruing revenues of the city available for said 
purposes, the sums of money set forth in the column marked “ Appropriations” 


obligations of the city during the year 1915. The positions designated herein are 
hereby created and the rate of wages or price per unit of any of the items herein- 
after set forth shall not be greater than that indicated. Any additions to salary). 
or wage, or the creating of new positions shall be by ordinance. Each depart 
ment shall limit its expenditures for the various purposes set forth in the ordinan 

to the amounts appearing in the columns marked “Expense” unless the-City 
Manager shall expressly authorize a transfer from one schedule to another. The 
amounts appropriated for the various purposes hereinafter set forth shall in no 
event be exceeded unless by specific authority of the Commission, by ordinance, 
authorizing a transfer from one fund to another. 

All books of accounts, warrants, orders and vouchers, or other official refer- 
ence to any appropriation, shall indicate the appropriated fund involved or to be 
drawn upon by the code number set forth in the column marked “‘Code” as herein- 
after set forth. 


A typical section of the detailed appropriation to a functional 
sub-division is as follows: 


DEPARTMENT OF SERVICE 
Division oF WATER » 

Bureau of Pumping and Supply 
a@ 


Chief Engineer (1)... $1,800 per yr $1,800.00 


Engineers (3)....... 1,350 per yr 4,050.00 

ag Firemen (3)........ 900 per yr 2,700.00 
Oilers and Wipers (3) 1,095 per yr 3,285.00 
Janitor (1)......... 900 per yr 900.00 $12,735.00 

Wages 
Boiler Cleaners (3)$3.00, 313days $939.00 a1 4 
 S$Steamfitter and 
machinist ..... 40, 313days 1,377.20 

Laborers........ 1,760days 3,520.00 


2.00, 
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Contractual Services 


81B2 Contractual Repairs............... 
81B5 Public Utility Service, N. O.S...... 
81B6 Special Service................... 

Supplies 


82D1 Chemicals, Drugs and Medicines. ... 
82 D2 Clothing, Dry Goods and Notions. . 


82 D6 Minor Instruments................ baits be 
82D7 Oils and Lubricants............... 2,000.00 


Materials ’ 


83 E2 Machine and Metal Materials. ...... 
83E4 Paints, Oils and Glass............. 
Capital Outlay 
Equipment ( 


While funds are appropriated in great detail for specific pur- 
poses, the appropriation ordinance provides sufficient flexibility for 
practical purposes. Without going into the advantages or disadvan- 
tages of a functionalized budget the fact remains that for Dayton, 
its budget worked and proved effective for control of expenditures. 
Merely with the consent of the manager a department head may 
interchange funds freely within the column marked “ Expense”— 
as for example, the manager may authorize transfers from code 82 
D 1 to 82 D 7, etc., but to make a transfer from one appropriation 
to another, as from code 81 B 5 to 82 D 1 the authorization of the _ 
commission is necessary. Thus though allowing adequate flexibility, 
a positive control over the budget is retained by the manager. 

In addition to the above mentioned sections comprising the 
budget, there remains collective and supporting data not incor- 
porated but which is furnished the manager and the commission, and 
informs them of the work done and the cost of operating the various 
functions of the community. 

The method employed in Dayton for preparing the budget is 
the same as that in other similarly governed cities. The manager 
receives the estimates from the departments on uniform sheets fur- 
nished by him. These estimates are gone over by him with the 


170 ‘THE ANNALS OF THE AMERICAN ACADEMY 
—— $2,500.00 
10,000 .00 
100.00 
— 20,950.00 
a 
— 
Tel 
+ b 
f 


).00 


form of records must be submitted to the manager before he recom- 
mends amounts to be allowed by the commission. Before submit- 
ting his budget to the city commission, the manager has reduced the 
total request to within the estimated income for that year. The 
commission then reviews the budget with the manager, receives his 
explanation for the recommendations made and makes such changes 
as it sees fit. It may be noted that in Dayton, except for a few 
minor revisions after discussions at the public hearings, the budget 
was passed practically as the manager recommended. 

The effectiveness of the Dayton form of budget and the control 
over funds which it affords was demonstrated in 1914, when the 
manager was able by following the budget to turn a probable defi- 
ciency into an actual surplus at the end of the year. In June, due 
to a threatened shrinkage in receipts, the departments were notified 
that a reduction in appropriations might be necessary. Immediately 
upon receiving the final returns from taxes for the year, on August 
3ist, cuts in the budget were made amounting to $45,000. This 
reduction in appropriations was made, however, in sufficient time 
to allow of a revision of the work-program of the several depart- 
ments, and, without having eliminated any major functions, or dis- 
charged any employe, resulted at the close of the year in a balance 
of $5,600 remaining in the treasury. This presents a significant 
contrast to conditions under the old régime, when for a succession 
of six years an annual deficit of $60,000 was incurred and the police 
and fire departments were reduced in numbers, all because a prop- 
erly classified budget and adequate accounting to supplement such 
budget were lacking. 

For 1916, it will be recommended that the budget of Dayton 
be elaborated in accordance with the procedure proposed for New 
York City by the New York Bureau of Municipal Research, and 
which has been adopted with modifications by Springfield, Mass., 
upon the recommendation of its local Bureau of Municipal Research. 
The plan calls for the following: 


1. An explanatory text by the city-manager explaining new features neces- 
sitating requests for funds. 
2. A financial program with a resolution fixing the revenue. 
3. An appropriation ordinance prepared in the form in which the city-man- 
desires j 
ager desires it to be a 
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Supporting data consisting of al 

Summaries of financial statements, comprehending — & 


Summaries of estimates, comprehending 

Comparative summary of actual and estimated revenues, showing actual 
t revenues for the past two years and estimated revenues for the next 

i” ensuing year. 
>i Comparative summary of actual and estimated expenditures, showing 
lo) actual expenditures for the past two years, and estimated expenditures 

: abil for the next ensuing year, classified by 
“Organization units” 


oot “Qbjects of expenditure” or things purchased = 
ss “Character of expenditure” distinguishing expense from capital 
psig outlay, fixed charges, and contingencies and losses 


“Funds” or classes of funds to be charged. 


Supporting detailed schedules of estimates, comprehending 


ach Detailed analysis of comparative, actual and estimated revenues classi- 
fied according to 

fas Character or method of raising 

ath Organisation units in which they occur 


_ Seientifie budgets are not inherent to the commission manager 
form of government, but this scheme of government is constitution- 
ally the most conducive to the promulgation of a logical budget. 
The fiscal policy is an executive problem. The executive is respon- 
sible for the proper functioning of the various city departments, and 
it is to him that the success or failure of an administration is accred- 
ited. It is his duty to plan the work to be carried on and it is 
within his province to know what funds are necessary for the proper 
execution of his plans. To the executive, therefore, should be 
granted the power to initiate financial measures, and to the legisla- 
tive body should remain the duty of authorizing funds and holding 
the executive accountable for results proportionate to the expendi- 
ture of funds. 

Such a state of affairs has not been easy of attainment under 
the federal plan of government prevalent in American cities. 

Dayton’s condition prior to January 1, 1914, is typical of 
that to be found in hundreds of cities today. Under a modified 
form of the federal plan, members of council, the mayor, aud.tor, 
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treasurer and solicitor were elective officials. The heads of the 
departments of public service and public safety were appointed by 
the mayor, as were the members of the Park Board and Board of 
Health. 

The budget was made up by the finance committee of council, 
from estimates submitted to them independently by each depart- 
ment head. This committee conducted hearings with the city 
al officials, and in it resided the power to determine what salary 
increases should be granted, and what the work program for the 
ensuing year should be. The tentative budget was then presented 
8 to council which passed it, without inquiring further into the merits 
of the appropriations, except to assure themselves that favorite 
sons were receiving the salary increases and that their respective 
districts would be benefited to some extent. In other words, the 
il legislative body of the government controlled administrative prob- 
lems. 

The mayor, who was supposed to be the head of the city and 
responsible for the administration of affairs during his term of 
office, could exercise no positive judgment in the formation of the 
budget. Council as well as most of the other officials were directly 
responsible to the electorate and unless all happened to belong to 
the same political party no incentive for coéperation existed. In 
fact as was the case in Dayton for two years prior to the inaugura- 
tion of the commission-manager government, there was continuous 
discord and strife between the executive and legislative departments 
because of a difference in political faith. Accusations of discrimi- 
nation against the mayor’s departments, whether just or unjust, 
were frequent, the mayor did not attend the meetings of council and 
was not present at budget hearings unless specially invited. Need- 
less to state the invitations were neither numerous nor urgent. 

Coupled with these conditions, which are products of the 
federal form of government, is the difficulty of allocating respon- 
sibility for inefficient administration. The blame is shifted from 
the executive to the legislative branch and vice versa, with the 
result that no intelligent judgment can be formed by the citizen- 
body. 

Although partisan bickering and diffusion of responsibility are 
largely eliminated in the straight commission plan, yet this form of 
government does not lend itself readily to a scientific budget pro- 
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gram. The fundamental drawback of this plan of government is the 
combined administrative and legislative powers vested in the same 
body. The commission initiates and executes measures and is judge 
of the results accomplished. It votes itself appropriations upon data 
satisfactory to itself and controls expenditures made by itself. 
Disinterested regulation is precluded. 

Furthermore, each commissioner, being an administrative head, 
is vitally interested in the success of his particular department 
and in the amount of money appropriated for his use. He will bend 
every effort to secure funds adequate for the production of good 
results, and to bring this about it will frequently be found necessary 
to resort to log-rolling and combining with certain of the members 
of the commission against the remainder. 

Contrasted to both of these types of city government is the 
commission manager plan, where the manager is the head of the 
administrative phase of the government and alone responsible for 
the operation of the various departments. He receives the budget 
estimates from all the departments and by virtue of his powers can 
demand adequate information to substantiate the requests. These 
estimates with his recommendations and supporting data are pre- 
sented to the commission, which after conferences with the city 
manager and public hearings, makes the appropriations. 

Log-rolling and personal consideration in appropriating funds 
are precluded under this system. The manager is accountable to 
the commission for the successful administration of the affairs of 
every department; one function cannot be sacrificed to another, and 
everything being equal he will recommend appropriations to the 
relative urgency and importance of the work to be done. The 
commission is disinterested in so far as the individual departments 
are conesined and no commissioner is identified with any particular 
subdivision of the city government. Being accountable as a whole 
to the electorate for an efficient administration of all the depart- 
ments, the commission will apportion funds in such manner as to 
produce the most desirable results for the community considered as 
& unit. 

The possibility of sacrificing judicious appropriations because 
of friction between the legislative and executive branches is elimi- 
nated because the continued employment of a city manager signifies 
harmonious relationships between him and at least a majority of 
the — 
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_ By having the department heads responsible to him and remova- 
ble by him, the city manager controls expenditures. Frequent 
cabinet meetings such as are held in Dayton and reports of current 
appropriation balances enable the manager to keep in close touch 
with the progress of the work and with the adequacy of funds. He 
is then in a position to make curtailments and to recommend in- 
creases as the occasion presents itself. 

While the commission manager plan seems to be the best 
medium for efficient administration in city government, material 
progress can be made only through the continued interest in public 
affairs by the citizen-body. The increased purchase value of the 
public dollar in the commission manager cities is the outcome of 
placing responsibility for spending the money, on one man, to whom 
the public turns for results. Such, at least, is the case in Dayton 
where as never before are the acts of the city officials being fol- 
lowed. As soon as the public demands to know where the money is 
coming from and how and why it is being spent, budgets will be 
gotten up and the information needed to interpret budgets intelli- 
gently will be supplied. 

Recent events point to just such developments in city govern- 
ment. The injection of the business man into municipal affairs, the 
strengthening conviction that administering a city is a specialized 
business and requires specialists, the growing conception that city 
business is a matter of dollars and cents and not of bosses and 
parties, will all contribute to the dispersion of the air of mystery 
which has surrounded municipal government and to the introduction 
of those methods which have made private business in this country 
so eminently successful. 
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_ THE BUDGET AS AN ADMINISTRATIVE PROGRAM 


By Henry Bruére, 


Chamberlain of the City of New York. 
oa od 
The year 1916 promises to be a memorable year in the devel- 


opment of budget practices in America. There are two conspic- 
uous advanced steps now under consideration, both formulated by 
the New York Bureau of Municipal Research under the leadership 
of Dr. F. A. Cleveland. The first relates to the establishment in 
the state of New York of a definite budget procedure. This new 
procedure will center in the executive responsibility for determining 
financial policies and authorizing the use of public funds in the per- 
formance of state business, and is the first constitutionally pre- 
scribed budget procedure provided in American state government. 
The second relates to the further development of the budget prac- 
tice in the city of New York, which during the past ten years 
has gradually evolved from chaos into a complex system of con- 
trolling expenditure of public funds through a meticulously detailed 
appropriation ordinance. 

The bureau’s proposals in both these fields mark, for the pres- 
ent, the culmination of the widespread thought that has recently 
been given to better control of the financial operations of the gov- 
ernments in America. I cannot do better than to commend to 
those interested in the scientific and at the same time the practical 
methods of budget making, a careful reading of the bureau's 
explicit statement of its proposals for New York City published in 
January, 1915.! 

The present volume contains numerous papers on the scien- 
tific aspects and theory of budget-making. My own purpose is 
to consider some of the practical problems involved in administering 
public finances and in determining on sound financial policies. 
First, let me review briefly the present status of budget-making 
in New York City, with a word of reference to the evolution of 
- existing practices. I select New York City because it has taken 


1 Next Sleps in the Development of a Budget Procedure for the City of New York. 
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leadership throughout the whole of America in breaking away 
from the confused and mischief-breeding methods of appropriation, 
once universal and still widespread, to a carefully conceived plan 
of correlating financial authorizations with work expectations and 
administrative responsibility. Because New York has been the 
pioneer, it is, in consequence, largely the victim of its own experi- 
mentation. As in every other government, departures from estab- 
lished practices, though difficult to make, once made, readily form 
themselves into routine, crystallized habits. New budget methods, 
instituted in the first instance to overcome specific abuses, and 
conceived one by one as these abuses were publicly recognized and 
sought to be corrected by official action, though of value in accom- 
plishing their immediate purpose, have not aggregated themselves 
into a harmonious program correlating all the features of a proper 
fiseal policy. 

It is this codrdination and the consummation of a complete 
program that the Bureau of Municipal Research undertook in the 
submission of its notable document which now serves as at least 
the basis for the review of present practice and the formulation of a 
more broadly conceived practice for the future. 

Ten years ago, appropriations in New York were in the nature 
of licenses to spend public funds, with only such restrictions as 
were imposed by general descriptive titles of appropriations or 
specific statutory requirements. It is conceivable that the form 
of budget prevailing in New York in 1906 was the result of a gradual 
accretion to a rudimentary financial structure. Never had an 
attempt been made to analyze or picture the character and variety 
of municipal activities, nor to correlate in any specific way the 
quantities of work to be done with the authorizations of funds 
by means of which the work was to be carried on. From time to 
time, by reason of legislative enactment, there had been added 
to the budget specific authorizations. This process continuing 
through a period of years finally evolved a great volume of appro- 
priations which, with subdivisions into departments and occasional 
special classifications into items for salaries, wages and supplies, 
represented the form of budget in vogue in New York City until 
ten years ago.? 

* The conditions prevailing in New York ten years ago still exist in many cities 
of the country, for clear budgetary statements are still the exception rather than 
the rule in America. 
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In 1906 the first attempt was made to break through the haze 
of meaningless appropriations to discover what services were con- 
templated to be performed in pursuance of them. The historical 
method was adopted. That is to say, an analysis was made of 
past expenditures, and these past expenditures traced through 
vouchers, payrolls and books of account and through items of 
appropriation against which they had ultimately been charged. 
It was then seen at once that the process of evolution had not 
coérdinated appropriations with the functional classification of 
activities in the departments. The practical result of this defect 
was that those who made the appropriations were not called upon 
to consider the sums requested or finally authorized, in terms of 
prospective activities or the specific needs of units of organization. 
Department heads recognized in authorizations no specific mandates 
of work to be performed, and consequently were free to utilize 
appropriations once obtained for whatever purposes might subse- 
quently seem to them wise during the fiscal period to which the 
appropriations applied. There was no opportunity presented for 
the consideration of prospective charges against the funds of the city 
by taxpayers and civic bodies in terms of service desirable or other- 
wise. Budget making was merely a compromise between the com- 
pelling exigencies of work, or the political or personal persuasiveness 
of those making requests, and the political inexpediency of increas- 
ing too rapidly the city’s annual outlays. 

It was this condition which the first attempt at clarification 
in 1906 sought to remedy. This attempt consisted in the subdi- 
vision of appropriations by functions, according to groups or lines 
of activities. This functionalizing, or segregation as it came to 
be known, made possible the consideration of requests in terms of 
prospective service, and formed the basis of a specific agreement 
between the appropriation authorities and administrative heads 
to spend money allotted to them for the purposes indicated in the 
budget statement. 

It was found, however, that functionalizing did not accomplish 
all that was expected of it. There still remained the possibility 
of developing forced emergencies which would inflate appropriations 
before the end of the period to which they were expected to apply, 
and the further possibility, in numerous cases, of utilizing sums 
which were allowed on the theory that they would be used for the 
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of supplies, for salaries, or vice versa. The door was 
left open for the subversion of appropriations intended for salaries 
to political purposes by withholding expenditures at the begin- 
ning of the year in order that the rate of spending might be increased 
at the end of the year under the promptings of a political campaign. 

In short, there did not exist in the city of New York, as there 
did not exist generally throughout the cities in the country, the 
character of administrative responsibility or the method of admin- 
istrative control in departments responsible for expenditures 
which would ensure the proper use of funds even when allotted 
under restrictions imposed by functional segregation. This con- 
dition, brought out in specific instances, prompted the institution 
of further devices for controlling administrative discretion through 
the appropriation ordinance or budget as it is called in the city of 
New York. These devices consisted in the: 

1. Establishment of salary schedules under functions, showing the number 
of positions and rates of pay authorized for the performance of work; 

2. Laying down the rule that, except in specifically indicated instances, 
the rate of salary expenditures must not exceed for any one month one-twelfth 
of the total annual allowance, thus preventing the particular exercise of discretion 
which customarily resulted in increasing the rate of employment prior to the prep- 
aration of the new annual estimate or the holding of a political primary or election. 

Supply and equipment appropriations were treated in the same 
way. That is to say, they were analyzed in considerable detail 
according to the object of expenditure, so that department heads 
asking for funds were bound to utilize them for the purposes for 
which they had requested them, rather than for some later devel- 
oped need or for a purpose not revealed at the time the authoriza- 
tion was made. 

In addition to these fundamental restrictions on spending 
discretion, numerous administrative rules were laid down, as, for 
example, requirements that supplies should be purchased under 
specifications formulated by the board of estimate and apportion- 
ment, to prevent the unequal use of public funds for material of 
different grades for like purposes, and the prohibition of transfers 
between certain accounts because of abuses resulting from such 
transfers. This method of restricting the discretionary spending 
power of administrative heads developed to its height in the budget 
of 1913, when upwards of twenty-four conditions were laid down 
tocontrol the use of appropriations. 
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The method of budget appropriation which thus gradually 
developed, and which I have briefly outlined had this characteristic: 
It was conceived not by those responsible for administering the 
departmental affairs, but by those responsible for granting funds, 
It was prompted not so much by the desire to expedite the per- 
formance of public business, as to prevent age-long and conspicuous 
misuse of public funds which under lax organization and ineffective 
administration had become characteristic in New York as in other 
American cities. The purpose of the new budget method was in 
theory a negative purpose; that is to say, it was inhibitory rather 
than directive. But in practice this budget plan has worked a 
great many positive benefits. It has compelled department heads, 
in preparing their annual estimates, to scan the activities of their 
departments, not sectionally or in general terms, but item by item 
through the whole functional structure. It has served in a measure 
the purpose of the balance sheet, of an operating statement and 
cost accounts by affording an opportunity to match results with 
expenditures both to those responsible for obtaining results and to 
the appropriating authorities. It has revealed for the first time 
to the public the scope and range of city activities, and has made 
it possible in numerous instances to prevent unwise expenditures 
by compelling a detailed justification of requests in advance of 
authorizations. 

The segregated budget plan of New York has operated to save 
millions of dollars which might have been spent without chicanery 
or desire for waste on the part of officials, but merely because they 
were permitted to obtain funds without careful self-analysis or 
analysis by special agencies which the segregated estimates have 
occasioned. But with its advantages the segregated plan has 
developed certain conspicuous disadvantages. These the bureau 
in its brochure points out in detail. I shall mention one or two 
to illustrate their character. 

In the first place, the development of segregation produces 
in a city the size of New York with its vast variety of activities 
an appropriation ordinance of almost unwieldy proportions. Seg- 
regation by functions allots units of organization to specific activi- 
ties which, if available, might profitably be utilized for service in & 
number or all of the divisions of a department. It ties down in 
advance authorizations for supplies according to prospective 
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functional use, although it is generally impossible to estimate in 


advance the quantities of such supplies which will be required for 
each function with the result that there are uneconomical purchases sy 


or evasion of budget requirements. In other words, segregation + Sa 
r- results in a degree of regimentation which restricts andina measure __ jo 
us paralyzes the freedom with which the organization provided in 
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ve the appropriations may be employed, or the funds for purchases bbe = 
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So much for the New York budget practice as it has developed 


In < 

er during the years of experimental improvement. There are, how- i 

a ever, numerous omissions in the present practice which it is now 

s, proposed to repair. These omissions relate chiefly to a method of : 

air stating appropriations, the observance of distinction between the 

m budget and the appropriating ordinance, the inclusion in the budget 

re submission of a statement of the means of its financing, and the 

nd submission for public information at the time of the promulgation 

th of the budget ordinance of a statement of the city’s finances, its 

to fiscal operations during the previous period, and the facts regarding 

ne the city debt. 

de In New York City the practice has not prevailed which is else- 

es where followed of including in the budget authorizations a complete 

of statement of permanent improvements to be financed by the use a 
of borrowed funds. Only such part of the expenditures for public 4 

ve improvements as are represented by salary and incidental charges 

ry are included in the appropriation ordinance, the contract and open 

ey market order expenditures being entirely omitted. These it is now 

or proposed to include. 

ve To facilitate the freer exercise of proper administrative dis- 

as cretion, and to provide a more complete financial instrument 

u therefor, are the purposes of the proposed revision of New York 

v0 City’s budget practice. As outlined by the Bureau of Municipal 
Research, it is proposed to divide the annua! financial instrument 

es into two distinct parts: First—A budget prepared by the board 

es of estimate and apportionment after analysis of departmental 

estimates, to be submitted by that board to the final appropriating 

ne body, the board of aldermen. Accompanying the budget, there 

8 are to be submitted: (1) A financial program for next year; (2) a 

iD work program, indicating the activities to be performed or services 


ve to be rendered pursuant to appropriations; (3) the method of 
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financing authorizations; (4) statements showing the general 
financial condition of the city. Second—The appropriation ordi- 
nance proper. The budget, under the New York charter, does not 
become law until finally approved by the board of aldermen. The 
board of estimate and apportionment has, in practice, always 
prepared the budget in the form of an appropriation ordinance, 
the board of aldermen having authority only to reduce, not to in- 
crease allowances proposed. The Bureau of Municipal Research 
suggests that the board of estimate shall exercise a closer supervision 
over the expenditure of authorizations and that this supervision 
shall be continuous and not restricted merely to the itemiza- 
tion, terms and conditions of the appropriation ordinance. This 
supervision is to be exercised through the formulation of a work 
program, and through the subsequent allotment, monthly or other- 
wise, during the course of the year, by the board of estimate of 
funds from the appropriations to departments to carry out this 
work program. The budget or appropriation ordinance itself is 
to be changed in form. Instead of detailed items of appropriation 
by functions, departments are to be allowed appropriations in lump 
sums by objects of expenditure, 7. e., for salaries, wages, equip- 
ment, etc. 

In short, it is proposed to exercise through the appropriation 
ordinance control over the total expenditures for personal services 
and total expenditures for purchases and other contractual relations. 
It is not proposed that there shall be an attempt, as now, to exer- 
cise through budget appropriations control over the quantities 
of work to be performed or the functional use of authorizations, but 
that this control shall be exercised through the work program and 
correlated accounts and reports. By this device appropriations 
would be made for each department under general headings: as 


Personal service; 


Purchase of equipment—classified; 


Contract or open order service—classified ; 

_ Fixed charges and contributions. 

oe These appropriations would be made for an entire department, 
and not, as now, for each of the numerous subdivisions of a depart- 
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ment. It would not be necessary, as now, for department heads to 
obtain specific authorization from the board of estimate to transfer 
funds from one account to another if the acutal requirements as 
developed during the year do not correspond with the estimated 
requirements as laid down several months before, when appropria- 
tions were determined. It would be possible, for example, to shift 
one employee from one division to another without restriction, 
except as I shall subsequently point out, and to purchase supplies 
in advance, making allotments to individual divisions as requi- 
sitions may determine. For an entire department it is urged there 
be established schedules of positions conforming to the standard 
groups and grades laid down by the board of estimate and appor- 
tionment in the standardization of city service now in progress. 
For supply appropriations, definite statements of the various 
classes of supplies required for the entire department are to be 
furnished, listed in accordance with the classificaton established 
by the board of estimate and apportionment, and these are to be 
purchased under standard specifications similarly prescribed. 

Up to this point, in the form of the budget the difference 
between the present method and the proposed method consists 
merely in the elimination of the classification by functions and the 
treatment of departments as single administrative units. The 
purpose of this change is to expand the now restricted discretionary 
authority of department heads and to make more flexible the use 
of departmental organization. It is proposed also, to correct 
abuses developed through the attempt to control by functions the 
use of supplies in advance of their purchase, and to remove the 
confusion resulting from attempting to reflect the expenses of 
departments through appropriation accounts rather than through 
operating accounts. 

A forward step is taken in the suggestion of the work program. 
As now prepared, there is lacking in the budget a specific under- 
standing as to the quantities of work to be performed as a result 
of authorized expenditures. The amount of appropriations have 
been increasingly correlated with detailed explanations of pro- 
posed work to be performed, furnished verbally by department 
heads at hearings on the budget, or educed through examinations 
by accountants assigned to the investigation of requests by the 
budget making authorities. But these projected activities are 
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not specifically formulated into written terms which may serve 
as the basis for supervisory control either by department heads 
with repsect to their subordinates, by the mayor with respect to 
departments under his control, or by the appropriating authorities 
with respect to all departments of the city government. 

The bureau’s proposal requires that there be included in the 
budget as submitted by the board of estimate a statement showing 
the expenditures by functional activities in detail corresponding 
to the detail required for proper administrative accounting control 
of departmental activities. Thus, for the bureau of child hygiene 
in the department of health, there would be shown proposed expen- 
ditures as follows: 

Administration and other general business; 


Medical inspection and examination of school children; 

Examination and treatment of school children for diseases of nose, throat, 
teeth and eyes; 

Technical instruction and direction of nurses; 

Sanitary inspection of buildings, medical examination of children in insti- 


tutions and day nurseries; : 
Investigation of persons and granting permits. 
These expenditures would be classified, according to the 
bureau’s suggestion, under six headings, as follows: 
Expenses other than upkeep; 
Upkeep of property andequipment; 
Fixed charges other than pensions; 
on Pensions and retirement salaries; 
_ The total of the authorized detailed eupenditunes i in the wor 
program for all divisions of the department would equal the total 
authorized for the department for salaries, supplies, equipment, 
etc. Thus, the appropriation ordinance would provide the means 
by which the work of the departments is to be done, and the 
work program would state in terms of proposed expenditures the 
uses to which these means were to be directed, according to 
the detailed functional activities of the department. 
The bureau’s plan proposes that there shall be made by a re 
sponsible member of the board of estimate and apportionment, 
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e organization responsible to them, and to exercise increasingly effect- 
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work program as submitted by a department head. By this sug- 
gestion it is sought to maintain control over the specific use of 
funds, but it presents the difficulty of practically requiring, quar- 
terly, a complete review by the appropriation authorities of 
departmental activities. A better method would be to make the 
appropriation and allotment for the entire year, and to authorize 
the execution of a work program throughout the year unless on the 
request of a department head it is desired to amend it within the 
limitation of the appropriation ordinance. 

By whatever method it is finally determined to exercise con- 
trol over activities, it is recognized as desirable that there shall be 
a close correlation between the appropriation of funds and the obli- 
gation to perform specific services. In my view it is not material 
whether the current revision of the work program for the year is 
submitted for the approval of the appropriating board, provided 
there is established adequate executive control over the use of 
funds whereby the responsible head of the government may be 
kept informed through reports of the current use of funds and the 
current results obtained. Department heads will be made to 
account for all deviations from the work program approved as a 
part of the budget authorizations when they come before the appro- 
priating authorities in the following year for new allowances. 

The success of the liberalized budget plan as suggested by the 
Bureau of Municipal Research would depend on the complete devel- 
opment and skillful use of the instruments of intelligence and 
control which have been and are now being provided in the gov- 
ernment of the city of New York. These instruments consist of 
accounts and reports, agencies of investigation and inspection, 
and special advisory staffs established by the board of estimate 
and apportionment. The change in budget method is not in itself 
80 important as the fact that the time has come when the relaxation 
of restrictions may be safely considered. There has come about in 
& remarkably short time a complete alteration of the attitude of 
the public officer to his executive responsibility. Instead of mere 
opportunism, evasion and compromise to which the average public 
officer of a decade ago was driven by political conditions or by lack 
of method and organization, department heads are now seeking 
to increase, day by day, the quality of service performed by the 
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ive discretion with respect to the work for which they are respon- 
sible. Because of the exceptional character of its personnel, its 
conspicuousness, and the ease with which the public could deal 
with it, the board of estimate, the financial board of New York 
City, for years served as a shield between the political rapacity or 
administrative slovenliness of department heads and the public 
interest. Now, more and more, department heads are better pre- 
pared to exercise intelligence with respect to the administration of 
their departments than it is possible for a central body, such as 
the board of estimate, to acquire through personal contact or the 
advice of advisory staffs. The means which the board sought 
to develop for the purpose of exercising control over irresponsible 
and incompetent department heads are now the means which re- 
sponsible and competent department heads themselves desire for 
effective control over their own work responsibilities. It is no 
longer necessary to compel departments to adopt modern account- 
ing methods, it is no longer necessary to explain to departments 
the wisdom of adequate stores control, it is no longer a part of the 
work of reform to urge the establishment of cost records. These 
things are now desired by department heads as the means of assist- 
ing them in the discharge of their administrative responsibilities. 
Thus, the restrictive purposes of the board of estimate and 
apportionment as expressed in the conditions of appropriations 
and minutely itemized authorizations of funds are coming to coin- 
cide with the administrative aims of departmental managers. 
To the extent to which these managers recognize the need for 
definite planning of work, the establishment of economical methods 
of operation, the close control of operative results, just to that 
extent will it be feasible to release them from the restraints of the 
present budgetary restrictions. When these things are accom- 
plished, as they are now rapidly in process of accomplishment in 
New York City, there will be substituted for the inanimate control 
of an appropriation ordinance, the animate and directing control 
of a responsible and directing central executive department. 
Because no machinery has as yet been developed for summariz- 
ing and interpreting currently the results of departmental operation, 
as reflected in accounting and service records, the chief instrument 
available to the mayor for control of departmental operations is the 
annual budgetary estimate. The estimate, however, has hereto- 
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work program, and because it does not correlate results accomplished 
with expenditure. Accordingly, executive control continues to 
be exercised very largely through the consideration of incidents 
in administration, and through the planning of new activities 
or special developments of old activities to meet exigencies as they 
arise. 

A continuous and progressive direction of the multifarious 
activities of the government has never been exercised by the chief 
executive and cannot now be exercised because of lack of organiza- 
tion as well as information through which it may be achieved. 

In order that the board of estimate and apportionment might 
more adequately discharge the functions of financial control, it es- 
tablished two principal agencies. One, the bureau of standards, is 
charged with the formulation of standards for supply and equipment 
specifications, and the standardization of compensation for various 
grades and classes of service throughout the city. This work has re- 
sulted in providing the board with exceptionally comprehensive infor- 
mation regarding the needs, organization and methods of the various 
departments of the city government. In order that this informa- 
tion may be utilized advantageously, the bureau is now employed 
by the board of estimate and apportionment to review requests 
for funds which involve the payment of salaries and wages as well 
as the purchase of supplies and materials. In this way, as an inci- 
dent to its appropriating power, the board of estimate has grad- 
ually acquired an authoritative position on the executive side of 
the city government as well as the appropriating side. Depart- 
ments may not increase compensation or alter organization without 
the consent of the board obtained or denied as the result of an 
investigation by the bureau of standards. 

The second agency is the bureau of contract supervision which 
is charged primarily with the review of specifications and the ap- 
proval of contracts executed for public improvements. As an 
incident to this function the bureau is currently assembling cost 
data with respect to various public improvements and accumu- 
lating expert information regarding the structural equipment needs 
of the city. It has become, therefore, an agency of direction as 
well as appropriation in respect of those matters which involve new 
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construction or the purchase of equipment chargeable against 
corporate stock. 

These agencies which are subordinate to the board of estimate, 
the body of financial authority, provide information which is indis- 
pensable to intelligent executive direction. Their activity has 
developed naturally out of the more careful methods of budget 
preparation evolved by the board, and they are providing the means 
of supervising the administration of the budget which now occupies a 
considerable part of the attention of the board. The mayor has 
available to him now, as heretofore, the investigating staff of the com- 
missioners of accounts. They, however, are not in a position to 
influence the organization and methods with the same compelling 
authority as the bureaus of the board of estimate which report on 
requests for appropriations. 

In respect of the actual operation of the city government, 
therefore, the development of a systematic budget program in New 
York City has transferred, in considerable measure, the opportunity 
and means of detailed executive supervision from the mayor who 
is the chief executive of the city to the board of estimate and appor- 
tionment in which, though a member, he does not occupy a con- 
trolling position. This unbalanced condition will in a measure 
be obviated by the establishment of definite work programs to 
serve not only as a basis for appropriation, but as a basis for execu- 
tive supervision. 

The government of a great city, loosely constructed as most 
of them are, consists of a growing number of practically independent 
departments. These departments are each equipped with their 
special advisory technical staffs and are in a better position than 
the executive to determine on needs and policies. The practice 
has prevailed in New York, therefore, of executives relying upon 
department heads not only for administrative work, but for sug- 
gesting policies and for supervising their execution. Advan- 
tageous as is the practice in many ways of allowing, for example, 
initiative to department heads and giving latitude in the develop- 
ment of their own plans, there is this disadvantage: Each depart- 
ment seeks to enlarge its scope of activity and build up its own 
organization without regard to the conflicting needs of other depart- 
ments. In putting in force a program of economy and efficiency, 
the chief executive of the city is confronted with the necessity 
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not only of curbing the natural ‘tendency to expand which exists 
in every department, but with the difficult task of finding the means, 
through better organization and more efficient methods, to provide 
additional services where they are imperatively required without 
increasing the aggregate cost of government. The advisory staffs 
of the board of estimate and apportionment, engaged as they are 
in the preparation and administration of the budget, will become 
increasingly well-equipped to devise and put into force improved 
processes and more effective organization. 

In order to protect the executive responsibility of the mayor 
and at the same time to preserve the effectiveness of the budgetary 
control exercised by the board of estimate and apportionment, it 
is apparent that the mayor as the head of the corporation is called 
upon to take leadership in the direction of the fiscal activities of 
the board of estimate and apportionment of which he is chairman. 
Not to do so would result either in neglect of his responsibility 
to maintain active supervision over the administration of depart- 
ments or duplication of the agencies of supervision. New York 
is therefore confronted with the necessity either of recognizing in 
the board of estimate a body of executive authority, or of revising 
its budget method to the extent of vesting in the chief executive 
responsibility for the preparation of the annual estimates and the 
supervision of their expenditure. This executive responsibility in 
preparing the budget estimate is one which will be exercised by 
the governor if the new plan of budget procedure laid down in the 
proposed new constitution of the state is put into effect. In the 
case of the state, as ultimately it is to be expected in the case of 
the United States, the chief executive will assume the responsibility 
for budget planning exercised by cabinets in parliamentary gov- 
ernments but heretofore exclusively exercised by legislatures and 
administrative departments in American state and city govern- 
ments. 

The board of estimate in New York is neither a cabinet nor 
a legislature. It is a body of officials individually responsible to 
the electorate and without collective responsibility for the adminis- 
tration of the city government. To achieve effective adminis- 
tration as well as competent financial supervision, the city of New 
York must presently choose between a government of board 
control and the transference of the agencies of supervision from the 
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control of the appropriating authority to the control of the mayor. 
Under the present charter there are difficulties in the way of cen- 
tering this control in the mayor, because a large part of the govern- 
ment of the city is under the direction of the borough presidents, 
who are members of the board of estimate, but who are not in any 
sense responsible to the mayor for the conduct of their departments, 

It is clear, however, that executive control cannot be intelli- 
gently exercised without the use of the power afforded in de- 
termining on appropriations and the opportunity which the 
investigation of requests presents for obtaining precise information 
regarding departmental needs, methods and activities. 

As a practical matter, no formulation of a program of service 
is feasible in a great government which does not concern itself 
primarily with the community’s ability to finance that program. 
The budget, therefore, is the basis upon which administrative 
planning and control must be predicated. A department of health 
must scheme out a complete program for health service, but it will 
never be able to execute that program until it is first able to persuade 
the appropriating authorities to grant funds with which to carry 
on the activities which the program demands. A growing city 
is continually presenting increasing demands for service. To meet 
these demands there are only two alternatives open: 
tn 1. Provision of increased funds, or “a 
2. The more effective utilization of funds already granted. _ 


An intelligent appropriating body will seek to demonstrate 
to an administrator his ability to perform increased service without 
adequate appropriations by more effective utilization of existing 
appropriations. To make such a demonstration it is necessary 
for the appropriating body to be informed in detail of the organiza- 
tion and administrative practices of the department in question, 
as well as of the service needs of the community. Recognizing 
this need, the present mayor of New York has sought in various 
ways to anticipate the demands of the board of estimate not only 
by directing department heads to refrain from asking for additional 
funds until every means apparent to them for effecting economies 
are exhausted. In addition to this he has opened the door to con- 
tinuous investigation of departments by the board of estimate 
agencies, and has supplemented these investigations with studies 
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a by special staffs reporting directly to him. The results of 
these efforts to achieve economy are reflected in the annual esti- 
mates of the departments and in the authorizations of funds based 
upon them. The budget, therefore, in New York City has become 
not only a means available to the legislative department of the 
city of New York,—the board of estimate and the board of alder- 
men,—for control of departmental expenditures, but furnishes as 
well the basis for executive supervision. 

This is the purpose of a complete budget procedure. It should 
not merely be the expression of authorizations, but should be the 
summation of executive direction with respect to the scope of 
municipal activities and the methods of their administration. 
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By Karu F. Geiser, 


THE GERMAN MUNICIPAL BUDGET AND ITS RELATION 
TO THE GENERAL GOVERNMENT 


ss Professor of Political Science, Oberlin College. 


_ To a proper understanding of our subject it seems necessary 
to reverse the order suggested by the title and first explain the 
relation of the local to the general government. No attempt will 
be made to explain in detail the complicated relations of the Ger- 
man municipality to the various governmental units of adminis- 
trative areas within the German Empire, though a complete study 
of the municipal budget would require it; for every taxpayer living 
within a rural or urban commune contributes directly or indirectly 
to several governmental organizations above the municipality, 
Obviously many of the sources of revenue of both the state and 
the imperial governments lie within the city. The income tax, 
for example, is a source of both state and municipal revenue, while 
the unearned increment tax, introduced into Frankfort in 1904, 
was adopted by the Imperial Government in 1911. It is now 
provided by law that this tax shall be collected and administered 
by the various states and the proceeds are to be divided between 
the imperial, state, and municipal treasuries. In practice, however, 
this tax is collected by the municipal authorities who may, by 
sanction of the state, levy a supplemental unearned increment 
tax not to exceed 100 per cent of the imperial tax. I mention 
these facts here merely to show the complicated financial relations 
between the local and general governments that we may better 
appreciate the problems presented to the budget makers. 

Before entering upon details, other facts of a general nature 
should also be kept in mind. In considering German municipal 
practices it should be remembered that the German Empire is 
composed of twenty-six more or less independent states, that each 
of these states has its own legislative body, its own administrative 
officials, its own political subdivisions and its own system of local 
government. A mere glance at the history of Germany— its former 
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numerous petty states, its local customs, its independent cities, 
its leagues and confederations and its comparatively recent Empire 
—will enable us to understand why there are still differences in 
the administration of local affairs in different parts of the Empire. 
The administration of finance forms no exception to this general 
statement. Whatever may be said, therefore, concerning the policy 
of one state should not necessarily be assumed to apply to all states. 
However, it should be observed in this connection that there is 
coming to be more and more uniformity, in the administration of 
local matters, through the influence of the central government, 
through national municipal congresses, through numerous journals 
devoted to local government and through the readiness of one 
state to adopt a superior system that has proved successful in 
another state. 

Since Prussia comprises about three-fifths of the area of the 
Empire and contains, in round numbers, 40,000,000 of the Empire’s 
total population of 65,000,000, we may properly regard that state 
as not only dominant in the Empire but as typical of German local 
administration. At the same time, against the tendencies toward 
local uniformity through the forces mentioned, especially through 
the dominance of Prussia, must be placed the fact—the most cardi- 
nal fact of local finance—that there is a wide latitude of local auton- 
omy. The German city is a city of general, not delegated powers 
and may do everything not specifically denied it by the state 
orthe imperial government. This fact operates against uniformity. 
But whatever degree of difference or uniformity exists, from the 
standpoint of the individual the municipal budget must take 
into account the fact that every taxpayer within the municipality 
must or may contribute in some form, directly or indirectly, to the 
following governmental or administrative organizations: (1) The 
Empire, (2) the State, (3) the Province, (4) the Government Dis- 
trict, a subdivision of the province, (5) the Circle and (6) the Com- 
une, of which there are two kinds—rural and urban. 

From first to last, each one of these jurisdictions,—whether 
organized for purposes of general or local government, whether 
a subdivision of a larger government used for purely administrative 
purposes or a government largely independent in itself, such as 
& city—has a set of administrative officials, assistants, clerks, 
and employees, some of whom, in connection with their general 
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work of administration, are also specially organized for the admip- 
istration of finance. While the finance administration of both the 
Empire and of the state is carried on by a division of the respective 
ministries of finance and charged with only financial matters, 
there is in the cities no special municipal budget commission or 
board of estimate. Every phase of budget making is in the hands 
of the regularly constituted city officials. A word should, therefore, 
be said concerning the general city organization. This consists 
of two general organs of government. First, there is the council, 
elected by a popular vote, a body with functions similar to those 
of an American municipal council. The second organ of city govern- 
ment is an administrative board, at the head of which stands the 
biirgermeister or mayor. This board, called the magistrat, act- 
ing in a collective capacity controls and directs the city govern- 
ment; but the individual members also serve as heads of depart- 
ments and in various other capacities. They are elected by the 
council, the number being usually one-fourth to one-third of that 
of the council. 

The magistrat prepares the business for the council, and super- 
vises municipal enterprises; it has custody of the revenues and 
documents; it cares for the civic property, appoints employes, 
represents the municipality as a corporation and acts as an agent 
for the state and imperial governments in matters assigned to them 
by law or by the higher officials. Among the most important 
duties thus assigned are those pertaining to finance. Certain forms 
of taxation are of course classed as federal taxes, such as imposts 
and excises, the latter including postage stamps, bill-stamps, the 
inheritance tax, a tax upon spirits, beer, tobacco, sugar, and salt. 
The collection and administration of these taxes come entirely 
within the jurisdiction of the federal government but in practice 
many of them are levied by means of the state and local authorities, 
and in some instances the general government divides a portion 
of these revenues with the state or with the state and municipality, 
as in the case of the unearned increment tax, already noted, which, 
by the way, is both an imperial and a municipal tax. 

As in America, there is a growing tendency in Germany, on 
the part of the general government, to encroach upon the original 
sources of state and municipal revenue. The inheritance tax is 
a good example of this tendency. As the unearned increment tax, 
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though first used in one of the German colonies, was first used on 
the continent in Frankfort where its successful operation suggested 


ns itself as also a convenient source of federal revenue, s the inherit- 
mm ance tax was first a Prussian tax being provided b an elaborate 
Pi law of that state in 1891. In 1906, in connection wich a movement 
nds for the reform of imperial finance, the Prussian law was incorporated 
™ into a federal statute and the inheritance tax became a federal 
sts tax with the provision, however, that one-fourth of the gross receipts 
cil from this source should be turned over to the various states. Such 
on changes in the sources of revenues obviously necessitated the combi- 
= nation of national, state and local functions and the mutual admin- 


the istration of finance is a natural consequence. It should not, how- 
ever, be assumed that the encroachment of the general government 


ro upon the field of local finance has seriously crippled the municipali- 
rte ties, for they have been quite free to adopt new methods and they 
he have readily found new sources of income. The high order of 
rat German municipal statesmanship and the wide latitude of local 

autonomy have furnished the motive and the occasion to solve 
= the problems involved. 


nd Having considered some of the relations between general and 
local finance, we may, it is hoped with a better understanding, 


a consider some of the chief features of the municipal budget in par- 
ticular. 
nt While the laws of Prussia permit a city to plan its budget for 
- one, two or three years, the yearly budget is the rule, the financial 
sts year beginning April 1, and ending March 31. The leading facts in 
“ budgetary procedure are as follows: From the reports and estimates 
It. of revenues and expenditures presented to it by the various admin- 
ly istrative departments, the magistrat, i. e., the administrative 
“ board, already described, makes an annual estimate not later than 
, January 1 preceding the fiscal year. This estimate must be pub- 
m lished for public examination and criticism for a period of eight days 
y, after which it is formally presented to the city counci whose 
h, approval is necessary before it becomes the established budget. 
At the time of the preliminary estimate a copy is sent to the author- 
- ities superior to the municipality. Their ‘sanction,” however, 
al which the law requires, is not necessary unless new taxes are imposed 
ts or old ones changed. If there is no objection by the superior 
x, authorities and the city council approves it, the estimates thus 
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finally established become the budget for the fiscal year following. 
In a word it becomes the financial law of the municipality and, after 
its final app: val, it becomes the duty of the magistrat to see that 
all officials ha ing any connection with its administration strictly 
adhere to the prescribed budget. Special budgets may, however, 
at any time be presented if unforseen events arise to demand it; but 
this is seldom the case. When it is necessary, however, the pro- 
cedure followed is the same as that of the regular budget. The 
mere fact, however, that a special budget is permitted by law is 
more important to us than its details, for it suggests one of the most 
cardinal principles of local finance as well as of local government— 
the freedom allowed by the state to cities in the management of 
their local affairs. 

The form and details of a municipal budget are not prescribed 
by general law; that is left to the local officials, yet certain general 
and well defined practices, common to all budgets, enable us to set 
forth their main features. It may be added in this connection that 
there are numerous standard works dealing with municipal budget- 
making that have done much to unify their form and content.! 
Municipal tax congresses and frequent recommendations and sug- 
gestions from the ministries of the interior and of finance also tend 
toward local uniformity. 

The municipal budget (Haushaltsetat) is made up of two gen- 
eral classes of minor or subsidiary budgets, viz., (1) budgets which 
affect taxation, 7. e., either increase or decrease it; and (2) budgets 
which do not, such as savings bank-budgets, foundation-budgets, 
etc. Each of these general classes is again divided into two heads, 
comprising (a) ordinary administration (Ordentliche Verwaltung) 
and (b) extraordinary administration (Ausserordentliche Verwal- 
tung); then follow, as occasion demands, the minor subdivisions or 
special items of administration whence the original or primary esti- 
mates are made; that is to say, the needs of the ultimate adminis- 
trative divisions must be known to the makers of the general budget 
before it is drafted. In the order of presentation, however, the 
general budget precedes the separate estimates. It assigns to the 
various departments and administrative subdivisions the amount 

1 An excellent work upon this subject is A. Machowicz, Grundsdtze fur das 
Etats-, Kassen-, Rechnungs-, Revisions- und Anisthoseen der Stadtgemeinden. 
Dritte Auflage. Berlin, 1908. — 
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i in the of the magistrat may be during the 
following year. The general budget merely contains the results of 
the estimates of the separate departments, which estimates must be 
independently approved by the magistrat and council. The ordi- 
nary part of the budget includes the regular current incomes from 
communal property, the portion granted to the municipality by the 
state, province and circle; it also includes taxes and exemptions, 
dues, fees and miscellaneous contributions. The extraordinary part 
includes incomes from exceptional or special sources, as gifts, 
legacies, sales from land and loans. The divisions of a general 
budget as illustrated by Machowicz’ are as in table on page 198. 

Each of the divisions is again subdivided under the gen- 
eral headings of “‘Income”’ and “Expenditures”’’ into minor divi- 
sions and items, and, needless to say, in an orderly manner, with 
references and cross-reference to audits, approvals and vouchers, 
until the minutest detail of revenue and expenditure is traced to its 
original or ultimate source. 

While there is no state audit of local finance in Germany, as in 
some of our American states, there is little danger of mismanage- 
ment of funds, since a “‘revision’’ of the local treasury is made by 
the executive every month, on specified days, notice of which is 
given to the council beforehand so that it may appoint members to 
be present; and at least once a year there is a surprise “revision”’ of 
which no notice is given, at which either the chairman of the council 
or a member appointed by that body must be present. Further 
control of the budget is provided by requiring the magistrat to keep 
and publish a register (Lagerbuch) of the municipal property, both 
real and personal. ‘This register, which is open to public inspec- 
tion, is periodically revised and must be so prepared as to present 
a clear account of the tangible municipal assets.* 

It would be impossible to place within the limits of this paper 
acomprehensive outline of the various sources of municipal rev- 
enues, since German cities are quite free to choose not only the kind 
of tax but also the objects of taxation. I will, therefore, confine 
my remarks upon this phase of the subject to a limited number of 
observations and to a summary of general results. 

*P. 141. 


*W. H. Dawson, Municipal Life and Government in Germany, 1914, pp. ar 
45. This work contains the best account in English of German municipal finance. 
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The Prussian municipal ordinance of 1853 made no provision 
for limiting cities either in the rate or the objects of taxation. But 
a law of July 14, 1893, amended the former law by providing that 
taxes could only be imposed in so far as the revenues from city 
property, plus state grants, did not provide an income sufficient to 
meet the expenses of government. In general it may be said that 
the restrictions by the general government upon local finance 
administration are all indirect, suggesting means of avoiding exces- 
sive taxation and accumulation of debt rather than preventing the 
carrying on of communal enterprises and undertakings. Thus, for 
example, in 1907 the Prussian ministers of finance and of the interior 
issued a joint rescript commanding rural and urban authorities to 
redeem loans at a higher rate than had been the custom. The rate 
for the redemption of general loans was increased from 1 per cent to 
1} per cent; loans for streets and similar work were now to be 
redeemed at 2} per cent and sewerage loans at 2 per cent. In 1912 
another rescript advised greater caution on the part of the state 
authorities in sanctioning loans. To meet extra expenditures the 
general government also advised municipalities to establish emer- 
gency and new building funds; and Diisseldorf has for some time set 
aside an annual amount for a fund for new buildings; Cologne and 
other cities do the same. The superior authorities have also ordered 
one-third of the cost of new buildings to be defrayed otherwise than 
by loans. This restriction, it should be noted, applies only to 
expenditures for non-productive purposes; there are no objections 
on the part of the central authorities to establishing land-purchase 
funds by means of initial loans; nor are there any general restrictions 
upon the local tax rates, such, for example, as we have in some of 
our American states, which prevent cities from meeting the neces- 
sary expenses of government or from reaching out into new activ- 
ities which would really benefit the whole community. In a word, 
the state says to a city, in effect: 

Develop your own sources of revenue, but tax your citizens as 
little as possible; you may engage freely in any kind of enterprise 
you please, providing you make these enterprises pay their own ex- 
penses and, in some instances, even pay a profit; we shall be glad 
to advise you, but we trust you to govern yourselves well. 

‘The Prussian law of communal taxation makes a distinction between enter- 


prises which may be carried on for gain and those which are described as Anstalten 
or “communal institutions” which are to benefit the whole public and are not 


intended primarily for profit. 


a5 
| 
ay 
— 
— 
4 
y 
i 
| 
~ 
a 
¥ 


200 Tue ANNALS OF THE AMERICAN ACADEMY 


This attitude of the state toward the local community throws 
the responsibility for efficient management upon the city, and, 
therefore, with the consciousness that its destiny is in its own hands, 
the city develops a high order of municipal statesmanship. Officials 
are chosen for their respective positions, not because they belong 
to a particular party, but for the same reason that American private 
corporations choose their officials, namely, efficiency. Indeed this 
is the chief explanation of why German public corporations and 
American private corporations are both successful. It would how- 
ever be unjust to many American cities not to acknowledge in 
extenuation of mismanagement the fact of ill-advised and often 
unjust state interference, for no man can serve two masters. This 
interference on the part of the American state, of course, prevents 
the use of many profitable sources of income. Our short tenure 
of service also prevents our officials from planning a continuous, 
long-sighted municipal policy. 

What this freedom from state interference means to a German 
city may be shown by a few examples. The present mayor of Ulm 
has held his position for a quarter of a century. When he entered | 
upon the duties of office he advocated the purchase of land to carry 
forward an extensive housing policy, and during his administration 
about 1,500 acres of land have been added to the corporate wealth 
at an expense of $2,650,000. Of this amount 500 acres have been 
sold at a price exceeding the total cost of all lands purchased, thus 
leaving 1,000 acres free of debt which are now yielding a net revenue 
of $18,750 annually.6 Here was a colossal undertaking which, 
instead of being a burden upon the city, has been its chief source of 
revenue. A similar example of municipal enterprise, though rather 
unusual in its results, is furnished by the little town of Klingenberg 
in Bavaria. It has a population of only 2,000, yet it owns forest, 
and other lands including a clay pit, from which it pays, not only all 
expenses of government, but also an annual cash bonus to its free- 
men. During a recent fiscal year, after paying all expenses of 
government and adding $500,000, to its reserve fund, it presented 
a cash dividend of $100 to every freeman. It would be a mistake, 
however, to suppose that German municipalities are, as a rule, 
free from debt; the illustration, just mentioned, has been givet 
rather to suggest the freedom with which German cities may engage 


*"This statement applied to year 1912, 
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in profitable enterprises and thus relieve their budgets "- excessive 
tax rates. As a matter of fact German cities have, as a rule, a large 
debt and the cost of government is, as in America, on the increase, 
owing in part to the high cost of living and in part to the large num- 
ber of public enterprises and undertakings which in America would 
be in private hands. Thus the rural and communal debt in the 
Empire in 1907 was $26.50 per capita, while in 1910, the debt of 
eighty-four of the largest cities of the Empire, representing a popu- 
lation of fifteen and a half millions, was $74.25 per capita. But a 
large portion of this debt represents an outlay of capital engaged in 
profitable enterprises, and is therefore an actual surplus, a net gain 
to the municipality. 

The relation of public enterprises to the German municipal 
budget, it will thus be seen, is an important one; in fact it constitutes 
the chief problem in budget making and I have given it special 
consideration because it is the distinguishing feature which differ- 
entiates a German municipal budget from an American municipal 
budget. What it means to the total revenues of a German city, 
and incidentally to taxation, may best be seen by comparing the 
incomes of the various sources of revenues with the expenditures 
for their cost, maintenance and administration. This compari- 
son applies to all German cities and rural communes having a 
population of over 10,000, and is based upon a report of the im- 
perial government made in 1907 and published in 1908. 

Of the total gross revenue 33.2 per cent came from taxation, 
25.9 per cent from communal enterprises and undertakings of all 
kinds, 5.9 per cent from the administration of communal estates 
and investments, 5.1 per cent from educational and art institutions, 
3 per cent on account ot poor relief, orphans and hospitals, 4.7 per 
cent from the building administration, and the remainder, 22.2 per 
cent, from the general, police and other branches of administration. 

Of the gross expenditures, 23 per cent were for the administra- 
tion of communal enterprises and undertakings, 17.4 per cent for 
educational and art institutions, 14.3 per cent for the administra- 
tion of debts, 11.8 per cent for general and police administration, 
9.9 per cent for building administration, 7.6 per cent for the admin- 
istration of charities and hospitals, and the remainder, 16 per cent, 
for miscellaneous branches of administration.® 


* These results are quoted from Dawson, pp. 341-342. mr ; 
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Limitations of space forbid an analysis and discussion of the 
various sources of revenue and the final distribution of that revenue, 
the results of which are summarized on page 201. It will be noted 
that of all of the sources of income mentioned, that from taxation 
yields almost exactly one-third of the total. The various forms of 
taxation, both direct and indirect, their history and application to 
budget making, form an instructive study in municipal finance. But 
I am compelled to content myself by appending two tables showing 
the kinds of direct and indirect taxes, the total income from each of 
these in various classes of cities grouped according to population, 
the per capita income from each group, and the percentage each 
group bears to the total of the total income from each source. 
These tables apply to Prussian cities and are taken from the Kom- 
munales Jahrbuch’ of 1913-14: 


Income From Direcr Monicrpat Taxes 1n Prussia Reported Marcs 


1912 

Totatineome of tl 

a on Real 
Aggregate | Per capita estate 

$22,587,500) $11.10 | 51.8 | 31.8 | 16.0 0.3 
Above 200,000 (excl. of Ber 

41,410,000 9.225) 61.1 | 27.1 | 11.4} 0.4 
From 100,000—200,000...... 23,360,000 8.85 | 60.4 | 27.9 | 11.3) 0.5 
From 50,000—100,000....... 15,687,500 7.35 | 60.3 | 25.6 | 13.7 | 0.5 
From 25,000—50,000........ 12,797,500 6.60 | 61.4 | 25.5 | 12.6) 0.5 
From 10,000-25,000........ 15,215,000 6.025) 62.1 | 24.6 | 12.9} 0.4 
From 7,000—10,000......... 3,657,500 4.725) 60.2 | 26.9 | 12.3 0.6 
From 5,000-7,000.......... 3,382,500 4.45 | 57.8 | 29.0 | 12.6/ 0.6 
From 3,000-5,000.......... 4,017,500 4.20 | 56.3 | 30.4 | 12.6/08 
From 2,000-3,000.......... 2,170,000 3.65 | 53.1 | 33.7 | 12.3} 0.9 
Less than 2,000............ 1,160,000 2.90 | 51.5 | 36.0 | 11.3} 1.2 

_ Pees $145,450,000| $7.55 | 59.1 | 27.7 | 12.7 0.5 


7In translating the German “Mark” into the American denomination | 
Dna for convenience, called the Mark equivalent to 25 cents; it is a little less. 
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rrom Inprrect Mounicrpat Taxes Prussia Reportrep Marca 31, 


1912 
. Percentage of total income from 
Total income each source 

Aggregate Per | | 58] 3 

$2,112,500/$1 .05 |52.1/25.4) — | 8.6) — |13.9}) — 

Above 200,000 (excl. of 

5,217,500] 1.175|44.5|18.4| 2.2/10.4|15.4] 7.3] 1.8 
From 100,000-200,000. . 2,760,000} 1.05 |39.9/15.6) 5.1/14.1/13.3) 8.3) 3.6 
From 50,000-100,000 . . 1,630,000} .775)35.2/14.9) 9.4) 1.1 
From 25,000-50,000... . 1,132,500} .575)37 .3)/14.2) 4.8/16.3/15.2/10.8) 1.2 
From 10,000-25,000.... 1,177,500} .475/36.7| 8.5) 2.1/22.9/16.1/12.3) 1.4 
From 7,000-10,000 .... 300,000} .40 9.9) 1.9 
From 5,000-7,000...... 252,000} .325/43.3) 3.6] 0.9/22.7/13.6/14.7| 1.2 
From 3,000-5,000...... 320,000} .325)41.9) 5.7) 1.1/24.3/11.9]13.0) 2.1 
From 2,000-3,000 ..... 190,000} .325/47.1| 5.0) 2.0 
Less than 2,000 ...... 102,500) .25 |44.0) 3.2) 0.6/22.9/11.6/14.0) 4.2 
$15,197,500/$0 .80 /42.5)16.3) 2.9)14.1/12.6) 9.7) 1.7 
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THE BUDGET PROCEDURE OF ENGLISH AND FRENCH 


CITIES 
By D. C. A.B, 
Bassman, 
Student, Graduate School, University of 


i oe The most vital facts concerning municipal budgetary procedure 
in England and France are the methodical manner in which these 
instruments are drawn up and voted upon, the careful balancing of 
proposed expenditures and estimated receipts, the rigid distinction 
drawn between capital and revenue accounts, and the earnest desire 
everywhere apparent to get a dollar’s worth for every dollar spent. 

While any comparison with similar conditions in America is 
discouraging, there is no doubt that two factors should receive 
some notice. The mere momentum of precedent and of long 
established custom has a steadying influence, while the more or 
less static conditions attending development in the older countries 
would have caused extravagant expenditure to be keenly felt. On 
the other hand our large areas of unsettled or sparsely settled 

territory, much of it rich in material resources, combined with a 
steady stream of mature, hard-working immigrants, all possessed 
with ambition for economic independence, have produced conditions 
so dynamic as to constantly react on the older portions of our 
country and to permit of only a qualified comparison with Europe. 

But with the passing of the period of settlement and abnormal 
expansion, American cities, too, have felt the economic necessity of 

“counting their pennies,’’ and serious attempts at municipal reform 
have followed rapidly. Of the varied experiments in city govern- 
ment of the closing decade, the fundamental element has been the 
determined attitude of the average elector, largely, no doubt, be- 
cause his “pocket nerve” has been touched. Once possessed of 
an awakened citizenship, the specific system used to attain the end 

is of minor importance. 

The city of Philadelphia, under a recent administration, 
repeatedly used the proceeds of thirty-year bonds to meet large 
deficits in current expenses. Even a cursory acquaintance with 
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the financial reports of their municipalities lets one feel that such 
athingin England or France would be unthinkable. On the other 
hand, under the caption of “Refuse Disposal,” Birmingham lists 
fifteen items for the past year. One or two may be of interest. 
The sale of old ash-pans brought in £233 and scrap iron realized 
£1,163. 

In the methods of financial control the English and the French 
city are in marked contrast, due largely to difference in political 
temperament. The English municipality is practically autonomous, 
and even the small measure of control exercised by the central 
authorities, the Local Government Board and the National Ex- 
chequer, are conceded grudgingly. The right of local self-govern- 
ment has become traditional and any contemplated extensions of 
central authority are viewed with suspicion and hostility. 

In France, on the other hand, a large measure of local control 
has been sacrificed to the efficiency of centralized authority. The 
French municipality is largely a cog in a wheel, a unit in a graduated 
hierarchy leading directly to the Minister of the Interior, represent- 
ing the President of the Republic. French municipal law is almost 
wholly comprehended in the code of April 5, 1884. This is a 
blanket grant of powers, extending to all cities alike. French cities 
may do anything not forbidden in its provisions, and for which 
they can obtain administrative approval. 

English cities, however, may exercise only those powers ex- 
pressly granted by Parliament. As a result they are constantly 
petitioning for special acts granting additional powers. Hence 
English municipal law is an indeterminate affair, a growth some- 
what analogous to the English constitution itself. 

For instance, the Birmingham Council, in its instructions to its 
Finance Committee, bases its authority upon seven general munic- 
ipal acts, twelve special acts, “‘and so much of any other existing 
act of Parliament as relates to any of the said matters.”* The 
English mayor is a figurehead and power is almost wholly centred 
inthe Town Council. The latter does the bulk of its work through 
committees, of which Birmingham happens to have twenty-one. 

Of these the most important is the Finance Committee. All 
other committees must run the gauntlet of its survey as regards 


' Financial Statement, City of Birmingham, 1914-15, Estimates section, p. 40. 


*City of Birmingham, Municipa! Diary, 1914-15, p. 115. 
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the financial aspects of their activities, and the Finance Committee 
in turn is held to strict account for the finances of all committees, 
including its own. Through the Finance Committee must be made 
all warrants for payment of authorized appropriations. Upon it 
devolves the negotiation of all loans; the investing of sinking funds; 
the preparation of the annual Financial Statement submitted to 
Council; and the management of tax collections. It must permit 
no payments on revenues accounts to be transferred to capital 
account, except by its own approval. It has general charge of the 
Accounts and Financial Departments of the city. Most important 
of all, it acts as a Consultative Committee on Rate EStimates, 
considering with each of the other committees * (excepting those in 
charge of the public utilities) their financial needs for the coming 
year, and revising their estimates, if necessary, in the light of the 
expenditures as a whole. It then presents the revised estimates 
to Council together with the precept (tax-rate) considered necessary 
to meet such a budget. It must consider especially, any committee 
proposals which involve excess expenditure for new loans and 
report to Council upon the financial aspect of such proposal con- 
currently with such committee. 

In the general instructions to all committees, there.are similar 
provisions regarding their relations to the Finance Committee, 
thereby clinching the supervisory powers of the latter committee.‘ 

Thus, upon the Finance Committee devolves the budget in 
its three phases of preparation, execution, and audit in a general 
way. Though the Finance Committee presents the estimates to 
the Council, the several committees of the Council are responsible 
for the expenditure with regard to the purposes entrusted to them, 
and it is expected that they will use every endeavor to keep the 
expenditure under each head of account within the amount voted 


by the Council. 
The Budgets in French Cities 


| _ In the French city * it devolves upon the Mayor to prepare the 
budget and have it ready for Council’s consideration in the May 


* City of Birmingham, Municipal Diary, 1914-15, pp. 110-11-13-15. 

Tbid., pp. 147-48. 

, oval A large part of the material regarding French procedure has been drawn 
_ form Maurice Block, Dict. de Administration Frangaise. ce ¢ : 
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meeting. This is known as the original budget and is succeeded 
toward the close of the year by a supplementary budget. 

The budget is divided into receipts and expenditures. The 
former is subdivided into receipts ordinary and receipts extraordi- 
nary. In other words, those that are stable and permanent and 
those which are irregular and. occasional in their nature. The 
expenditures are subdivided into optional and obligatory. The 
former vest in the discretion of the local authorities: in the Mayor, 
if he can persuade Council to authorize his views. 

The obligatory expenditures must be provided for, and pro- 
vided, too, out of established.income. They include, in general, 
such items as the maintenance of municipal property, the preserva- 
tion of municipal archives, the salary of the city treasurer, the 
maintenance of the police force, the pensions of local officials, 
education, repair of local highways, etc. The Code of 1884 con- 
tains a provision making the maintenance of the personnel of the 
police in cities whose population exceeds 40,000 an absolutely 
obligatory item. The Code of 1884 lists over twenty such items. 
If they are not adequately provided for, the higher authorities 
will make forcible provision by a procedure known as inscription 
doffice, or official entry upon the budget. Cities whose annual 
receipts are below three million francs must submit their budgets 
to the prefect of their department (France is divided into 86 depart- 
ments or provinces); those whose revenue is above this sum are 
subject to the Ministry of the Interior, representing the President 
of the Republic. If the Mayor and Council should prove obstinate 
in the matter of obligatory expenditures, the central authorities have 
power to suspend them from office. Once the French municipal 
budget is finally approved, it cannot be altered in the slightest 
degree. 

The additional credits found necessary since the opening of the 
year, together with any new developments in the way of income, 
are incorporated in the supplementary budget. This, too, is drawn 
up by the Mayor and is considered by the Council at the May ses- 
sion of the year to which it applies, that is, a year after the budget 
whose transactions it completes. It is authorized in the same 
manner as the latter. 

In addition to the supplementary budget, the Mayor draws 
up an administrative account extending from January 1 to March 
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31, that is, including the three complementary months during 
which settlement may goon. This statement shows actual receipts 
and expenditures to date. A similar report is prepared by the 
city treasurer and also an account showing the amounts of regular 
receipts and expenditures not yet collected or not yet paid out. 

With these documents at hand, the Council proceeds to con- 
sider the supplementary budget, inserting as the first item the sur- 
plus or deficit which may appear from a comparison of the Mayor's 
report and that of the treasurer. Then come the regular receipts 
and expenditures not yet completed, as they appear in the treasurer's 
statement. They are followed by the extraordinary receipts * and 
expenditures, and under the latter division the Mayor can insert, 
to the extent of the available balance, those unforeseen expenditures 
which appear in his report. 

If a supplementary budget faces an inevitable deficit, a new 
source of income must be provided for immediately to cover the 
same. The supplementary budget differs from the original in that 
the obligatory expenses have already been met. As _ Professor 
Fairlie has pointed out, these form the greater part of the original 
budget, thereby greatly reducing the discretionary power of the 
mayor.’ If the contemplated expenditures seem to the higher 
authorities to be unwarranted, they may be rejected or reduced by 
a decree of the President or by a resolution of the prefect in charge of 
the department; but such authorities are not permitted to increase 
expenditures or to introduce new ones, except in so far as the same 
may be obligatory. 

_ English cities, as a rule, are large property-holders and derive 
regular incomes from long-term leases. In addition, they receive 
substantial amounts from the management of their own public 
utility undertakings. 

Birmingham * during the past year received a total of 145,162 
pounds from utilities, in a total expenditure of 4,903,408. Leeds’ 
received a total of 80,000 pounds toward a total expenditure of 

* The proceeds of a special tax for the purpose of building a school-house or 
some municipal building would be classed as extraordiriary income. 
7 National Municipal League, Proceedings, 1901, pp. 282-301. 


a * Birmingham, Financial Statement, 1914-15, p. iv. 
7 te * City of Leeds, Annual Accounts, p. xv. 


Fixing the Rate in English Cities 
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968,257, while Manchester'® received 100,000 pounds from its 


; tramways alone during the present year. 
e The estimated needs for the coming year are drawn up. Then 
r all income from property owned, profits from municipal undertak- 
ings and any other sources are estimated. The difference is the 
\- deficit to be met by taxation. The necessary “precept’’ or rate 
Pe is calculated and recommended to Council by the Finance Com- : 
‘8 mittee. The chairman of the latter in submitting the estimates 
8 to Council usually draws attention to the past year’s results, es- 
8 pecially to those of committees which have either greatly exceeded ih 
d their estimates or those who have worked below them. : 
t, The manner of levying the precept differs in different cities. 
8 Leeds has a city rate, a consolidated rate, and a highway rate  __ 
levied by town council. In addition there is a poor rate levied 
w by the Overseers of the Poor, but all are collected in one. 
e Birmingham levies but one, the borough rate, which covers 
ut the whole expenditure of the corporation which can be charged on 
or the rate. The Overseers ate by precept required to levy a rate 
al necessary to produce the amount required. Of course, here as in 
e Leeds, there is an additional poor rate to meet expenditure on 
or Poor Law proper. These two purposes, together with the necessary 
y expense of collecting, form the whole of the charges made in Bir- 
of mingham. The two, when levied, are technically called the poor 
se rate. The Overseers collect the rate half-yearly and pay over the 
e councils precept by installments as the money comes in. aay AA 
Audit in French and English Cities re. 
The system of audit in English cities is very unsatisfactory. 
e There are three auditors, of whom two are elective, and the third, 
re known as the Mayor’s auditor, is a councillor appointed by the 
ic Mayor. They all act independently of each other. They are sup- 
posed to serve without pay, and most of them do, and they generally 
12 perform their task in a hasty and perfunctory manner. It is rarely 
‘s that a trained accountant occupies the position. Many cities of 
of late years have made a practice of employing professional account- 
or tants, and have adopted provisions to this effect in their by-laws. 
This professional auditing is in addition to that done by the usual 


method, as the latter is not taken seriously in large cities. 
City of Manchester, Estimates, 1916, p. xvii. 
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In pursuance of the Education Act of 1902, the educational 
expenditures of the cities are subject to audit by representatives 
of the central authorities, and a goodly number of the small cities 
have preferred to have all the rest of their accounts audited in 
the same way, paying, of course, for the additional service. This 
practice is looked upon with much approval by the central authori- 
ties, as tending toward a needed increase of centralization, with- 
out arousing the hostility which such attempts usually precipitate. 
In fact, several cities such as Folkstone and Bournemouth have 
agreed to such a provision as the price of getting from Parliament 
the kind of a charter they wanted. 

In France, on the other hand, we have a great national institu- 
tion called the National Court of Accounts, a department under 
whose survey and audit must pass the whole of the accounts 
of national revenue and expenditure of the departments (proy- 
inces) and of all towns, districts and public institutions whose 
revenues annually exceed 30,000 francs. If a town’s revenues fall 
below this limit all accounts must be sent to the Prefectoral Council 
for audit. In either case they are subject to a corps of trained 
experts maintained by the central authorities. 
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THE MOVEMENT FOR IMPROVED FINANCING AND 
ACCOUNTING PRACTICE IN TORONTO 


By Horace L. Britta, 
_ Director, Toronto Bureau of Municipal Research. 


The city of Toronto has increased in population —_ 238,642 
in 1905 to 470,144 in 1914, or over 97 per cent. During the same 
period its assessed valuation increased from $149,159,206 to $509,- 
366,151, or over 240 per cent, and the city taxes from $2,834,025 
to $9,865,068, or over 248 per cent. During the last five years the 
necessities of a rapidly growing city have raised general taxation per 
capita from $14.71 to $24.84, or over 68 per cent, and special taxa- 
tion per capita from $2.32 to $2.96, or over 27 per cent. 

The rapid growth of the city demanded rapid extensions of 
public works and services, which in turn greatly increased the prob- 
lems of city financing and municipal accounting and reporting. It 
is not strange on the one hand that the city’s accounting and budget- 
ary system should have been more or less outgrown during the last 
two decades or, on the other hand, that a popular movement looking 
toward better methods of fact-producing, of fact-reporting and of 
financing should have sprung up and gained considerable force 
under the unpleasant stimulus of the increasing financial burden of 
government. 

In 1913, largely through the energy of one public-spirited citi- 
zen a committee of over one hundred citizens was formed to study 
improved municipal methods. This committee, known as the Civic 
Survey Committee, raised among its members a sum of $6,000 to 
pay for a first-hand study of administration at the City Hall. Hav- 
ing obtained the consent of the Mayor and City Council, a contract 
was made with the New York Bureau of Municipal Research for a 
report on five important city departments, viz.: The City Treasurer’s 
Department, the Department of Works, the Fire Department, the 
Assessment Department and the Property Department. It is the 
first of these that particularly concerns us in this article as the City 
Treasurer is not only the chief financial officer of the city but pays 
the city’s bills, receives directly or indirectly all the city’s revenues 
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and is the chief accounting officer of the city, subject, with other 
city department heads, to the accounting control of the City Auditor. 
The report of the Civic Survey Committee, prepared by the 
New York Bureau of Municipal Research, found much to commend 
in the accounting and financial system of the city. It states: 


In contrast to many American cities, the books of the department were 

found to be neatly and clearly kept and balanced with periodical regularity. 
In the main the accounting technique employed in the Treasurer's office 

is superior to that in most cities where surveys have been made. / 
The records and accounts maintained in the arrears of taxes division are unl 
ingly well kept. They are balanced and proven periodically with the general ledger 
and it is possible at all times to ascertain the status of each individual item. As at 
present administered the office of the City Auditor (an independent official not in 
the Treasury Department) has many commendable features. The periodical 
regularity of its inspection of revenue-producing offices, its reconciliation and 
audit of current and arrears of taxes accounts, and the detailed audit of the 
Treasurer’s general cash accounts are especially commended. The salutary effect 
of an independent audit of outside departmental accounts from time to time must 
of necessity be good. 


As the report was intended primarily, however, to point out 
places where improvements could and should be made, time and 
money were not wasted in listing in detail the many good points 
of the system. The report concerns itself chiefly with constructive 
criticisms and recommendations concerning: 


1. The administration of the city’s finances; = | 

2. The methods of accounting and reporting used by the city—methods 
which should make available at all times to administrative officers, members of 
council and citizens information about the city’s financial conditions and the 
results of financial transactions. 


ss Defects in the Administration of the City’s Finances 


al Obstructions Requiring Legislation. The revenue year 
does not correspond with the fiscal year. The fiscal year is the 
calendar year, but tax payments are made in July, September and 
November. This necessitates the payment of large sums in inter- 
est as the requirements of the city during the first six months cannot 
be met out of miscellaneous revenue. 
The penalty for delay in paying taxes is inadequate and in fact 
encourages prolonged delay As a flat rate of 5 per cent only is 
charged on unpaid taxes no matter how long they may have been 
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in arrears, and as tax-rolls have in the past been held open for five 
or six years taxpayers have, in effect, been able to borrow from the 
city at rates varying between °% per cent per annum and 5 per 
cent. As the city at present has to pay from 5 per cent to 6 per 
cent for loans, this involves a heavy penalty in interest. In this 
connection it is worthy of note that the reforms recently introduced 
into the tax collection division in one year and a quarter have closed 
up all tax-rolls for 1909, 1910, 1911 and 1912, so that at present no 
arrears of taxes are on the books save those for 1913 and 1914. In 
future tax-rolls will be closed “‘at the end of the year succeeding the 
year in which they become due” '—a step in advance which will 
save tens of thousands of dollars to the taxpayers annually.’ 

The water revenue collection period does not correspond with 
the fiscal year. Water rates are payable semi-annually in advance 
on April 1 and October 1. If payments were made on January 1 
and July 1 large sums of money would be available to the city much 
earlier in the fiscal year. 

Lack of Effective Control Over the City’s Finances. The Board 
of Control which is elected annually is supposed to be the city’s 
administrative body. At present the formulation of a financial 
program is left to the incoming board with the result that the esti- 
mates are not passed until April or May and the first installment of 
taxes cannot be collected before July. This system means that the 
city has practically to operate without a program for five months 
in the year, the interest bill of the city is greatly increased, and the 
electorate is handicapped by having, for the most part, to pass on 
financial policies after the fact rather than before the fact. 

The departmental estimates at present in use are inadequate 
although very considerable improvements have been effected during 
the past year. Standard forms for the preparation of departmental 
estimates are not used giving information with respect to cost and 
unit costs for each function, and costs for each organization unit, 
separating current expenses from capital outlay, and showing cost 
of all objects of expenditure. A few departments do supply such 
information but the majority have not accounts which could pro- 
duce the necessary information to supply a basis for such estimates. 


' Civie Survey Report, p. 20. 
* These reforms were due largely to the continued recommendations of the 


City Auditor inhisannual reports. 
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_ There is inadequate publicity in the whole budget-making pro- 
cedure. Departmental estimates are given no publicity whatever, 
and the draft estimates, prepared from these, have a very narrow 
distribution. While deputations may be heard on particular fea- 
tures, there is no regular method provided for the taxpayers’ co- 
operation in budget making. 

While the draft estimates are prepared under the direction of 
the Mayor and Board of Control and submitted to Council in its 
name, it is hardly submitted as a definite recommendation of the 
Mayor or the board, although practice is perhaps tending toward 
this consummation so devoutly to be wished. The Mayor and 
Council have no opportunity to go before the people on a proposed 
program but only on a record of accomplishments. Even here, the 
division of responsibility, the lack of significant details supporting 
the estimates, and the lapse of time make it difficult to locate or 
enforce responsibility. 

Although a city by-law provides for the establishment of grades 
in the city’s service, as a matter of actual fact a civil list with care- 
fully outlined grades and rates of pay does not exist. This makes it 
difficult to make intelligible that part of the estimates which deals 
with personal services. 

Discussions of personal service items are apt to degenerate into 
discussions of the personal or official fitness of particular individuals 
in the city’s employ. 

At present the Toronto Council, like dozens of others on the 
continent, gravely attempts to control expenditure by passing 
vouchers before payment. This is evidently not only a waste of 
time, as the Council must act without sufficient knowledge, but it 
delays the passing of bills to such an extent as to cause the loss of 
large sums in discounts offered for prompt payment. 

Methods Employed in Financing. The almost universal tendency 
to over-estimate miscellaneous income and under-estimate necessary 
expenses for the purpose of keeping down the tax rate has not passed 
by Toronto. The temptation to pass on the resulting deficit to 
posterity has usually been too strong to resist. It is an encouraging 
sign of the times that a decided check has been administered to both 
these practices and that there seems to be a determination to allow 
no overdrafts this year the excuse for which, in previous years, has 
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been an alleged or real under-estimate of necessary expenditure. 
Overdrafts have always been illegal. 

It would be strange, indeed, if Toronto has sidestepped the 
pitfall of charging to capital account legitimate current expendi- 
tures. The outstanding Toronto example of this practice is the a 
custom of issuing debentures to pay for repairs of the track allow- 
ance areas of the streets. As the franchise of the Toronto Street 
Railway expires-in 1921, the terms of debentures issued have been 
decreased a year at a time so that the life of all debentures will 
expire in that year. This will make the final payments extremely 
large but will, undoubtedly, lead to the abandonment of the practice 
now in vogue. 

In the past Toronto, in common with most municipalities, has 
not been at sufficient pains to coérdinate the term of the bonds it 
sold with the life of improvements. The necessary facts were not 
available for the determination of the actual life of improvements. 
It is natural therefore that in many cases long term bonds were 
issued for short-lived improvements. An improvement in this 
respect is very noticeable and has been facilitated by the reorgani- 
zation of such departments as Works and Street Cleaning which 
have developed or are developing modern systems of cost accounting. 

Legal and other difficulties make local improvements costly. 
Contrary to general belief, however, special local improvement 
rates have not increased as rapidly as general taxation. The 
situation is best described in the words of the Civic Survey Report: 


Because of the present practice of having to wait until the entire cost of 
local improvement work is ascertained and all disputes are settled, and because 
the city must borrow the necessary funds to carry on the work, heavy interest 
charges for bank loans are incurred. Considerable delay in determining final 
costs is made necessary Ly expropriating more property than is ultimately found 
necessary in street widening operations. For that reason the city must wait 
until the surplus property is sold before actual costs are obtainable. Debentures 
cannot be issued until such costs are determined and the collection of assessments 
made against the property benefitted is necessarily deferred. 


Lack of Adequate Supervision over the Administration of Finances 


In the past it has been the practice to apportion from time 
to time debenture discounts to the various capital expenditure 
accounts with the resultjthat very important facts necessary to 
sound financing were hidden or so obscured as to be of no effect. = 
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At the time of making the survey the banks allowed 3 per 
cent on all existing city balances and charged the city 4} per cent 
on all overdrafts up to the amount of city sinking fund deposits 
in the banks, “‘which means that the city was paying 1} per cent 
interest for the use of its own money represented by cash in the 
sinking funds.’’ The relation of this to the time set for paying the 
first installment of taxes is obvious. 

The Treasurer, at the time of the survey, had no means of 
exercising effective supervisory control over miscellaneous revenue 
collection. This is the condition in most cities. 

As, at the same period, the City Auditor had no means for 
performing an independent inspection of deliveries, and as he did 
not have in his possession copies of contracts or specifications, 
there was insufficient basis for the audit of claims. This condition 
still exists to some extent. 

A year or two ago it was the practice of the City Auditor to 
sign all checks drawn upon the City Treasury, but recently arrange- 
ments have been made with several departments by which pay- 
rolls are covered by a single cheque, the individual payments 
being made by paymasters’ cheque or otherwise. Much time, how- 
ever, is still wasted on unnecessary details, time which the auditor 
is anxious to use in assisting in various necessary departmental 
accounts installations. 

In 1913, it was customary to invest sinking funds in Toronto 
city debentures. One sale from the sinking fund at 17 points 
below par led to a large loss. Both these facts represent undesirable 
or even dangerous tendencies, especially when, as in Toronto, the 
sinking funds are not administered by an independent commission, 
but by the same authorities who have to raise money by the issue 
of debentures. 


_ Recommendations re the Administration of the City’s Finances 


The following is a short statement of the recommendations 
of the Civic Survey Report with regard to city financing: 

1. That the Mayor and Board of Control assume full respon- 
sibility for financial proposals to be submitted to the taxpayers just 
before the election at the beginning of each year. It appears that 
this method is at present legally impossible, but there is no lega 
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obstacle to the preparation of the estimates between October and 
December of each year so that they can be acted upon by the Coun- 
cil immediately after the first meeting in January. While this 
compromise would not establish responsible leadership to such an 
extent it would enable the city to operate under a program for ten 
months in the year instead of six and would save the city large 
sums of money in interest. 

2. That forms of annual estimates be established which will 
show comparative expenditure data and estimates. These would 
set forth ‘‘actual as well as estimated expenses and capital outlay 
for each function or activity performed by each department or 
other organization unit, as well as overhead cost, including fixed 
charges.” These should be further analyzed so as to show cost 
or estimated cost in terms of objects of expenditure that i is: 


Supplies 


3. That a budget be prepared which would show: no. d 


a. A comparative balance sheet showing current assets 


a and liabilities and surpluses or deficits; eae 
b. A comparative operation account; 


c. A comparative capital account; 
d. A consolidated fund statement, showing the condition 
of the general fund, capital special 
and trust funds, sinking funds; 
7 
e. A request for appropriations; 
f. Detailed departmental estimates. 


While it has been found impossible to secure all these reforms 
in budget procedure the draft estimates for this year were a great 
improvement on any submitted previously. The following quo- 
tation from the Annual Report of the Toronto Bureau of Municipal 
Research gives a clear idea of the present situation: 

A completely scientific budget is, of course, impossible before the establish- 
ment of accounts which produce the facts upon which a scientific budget can be 
based. This fact has been persistently drawn to the attention of the city govern- 


ment and receives the heartiest assent of the City Auditor and City Treasurer, 
48 well as other prominent officials of the city. That the City Treasurer and 
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the Assistant City Treasurer will work effectively along the right lines in respect 
to budget reform, is shown conclusively by the draft estimates for 1915 recently 
submitted to the Board of Control and the Council. For the first time the esti. 
mates contain, in addition to a column showing the actual expenditures for the 
preceding year and the estimates for the current year, a column showing the 
estimates for the preceding year. This is, therefore, the first budget issued by 
the city of Toronto which makes intelligent comparison possible. 

Another excellent feature of the draft estimates is that expenditures and 
receipts, not directly affecting taxation, are placed on opposite pages, with cor- 
responding items in corresponding situations on the pages. The previous prac- 
tice was to place all the expenditures together and after them all the receipts. 
This made the process of analysis so formidable that the average citizen could 
not afford the time to make a study of the annual estimates. For the first time 
also the draft estimates are indexed, by letters and numbers of pages. In fine, 
the estimates are prepared not only with the end in view of giving information 
to those most familiar with the facts, but to make the getting of information 
easier by any citizen who has sufficient interest to study the city’s program for 
the year. 


Defects in Methods of Accounting and Reporting Used by the City 


While considerable improvement has been made in the annual 
financial report of the city of Toronto, the following statements 
of the Civic Survey Report with regard to the financial statements 
issued before 1913, in the main, still hold good: 


1. The balance sheet, or the most summary picture of financial conditions, 
is buried in a mass of detail where it is all but lost. The report is not indexed 
and it is only the man who has the tenacity of purpose and interest to turn through 
570 pages who will find the balance sheet at all.* 

2. In the “condensed statement of receipts and disbursements,” there has 
been an attempt to combine in one form both an operation account (revenues 
and expenditures) and an account-current (statement of cash receipts and dis- 
bursements) with beginning and ending balances. 

3. The “abstract of receipts and disbursements” has the same defect as 
the “summary” that precedes it, with a different classification. 


* Since this criticism was written the 1913 Treasury Report has been issued 
which shows the following improvements: The detailed statements of receipts 
and disbursements have been cut down until they occupy only 72 pages instead 
of 558 pages as in 1912. The detailed schedule of insurance on property has 
been condensed so that it now occupies but two pages and forms a valuable sum- 
mary. The report is also indexed and reference to any statement is thus made 
comparatively easy. But the accounts are still prepared on a purely cash basis, 
no particulars of income and expenditure being given unless same was recei 
or paid in cash during the current year and the balance sheet still conveys but 
little information to the average citizen. 
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4. The “detailed statements of receipts and disbursements”’ are little more 
than a printed register or lists of individual or detailed transactions of the city 
for a year. 

5. The statement of “current assets and liabilities” is misleading in certain 
respects and fails to bring out essential financial relations. It does not give a 
clear picture of conditions about which officers and citizens are called upon to 
think. 

With regard to the city’s published balance sheet the Civic 
Survey Report states that it 


cannot be of much assistance in thinking about Toronto’s financial and business 
problems for the reasons that 

1. It goes into too much detail for a summary statement—so much so that 
it does not help one to grasp at a glance significant relations which should be 
brought to public attention. 

2. In so far as it presents a picture of financial conditions, it is confused. 

3. There is a commingling of current assets and liabilities with capital assets 
and liabilities and the resources and obligations of the sinking fund. 

4. From the statement presented, it cannot be determined whether there is 
a current surplus or a deficit, nor even what is the present condition of the cash 
account. 

5. Current cash, capital cash, and trust cash are thrown together without 
taking into consideration cash reserves. 

6. Neither the balance sheet nor the summary of current assets and liabili- 
ties is supported in all its items by the details of the report. 

7. Questions raised by the balance sheet cannot be answered without special 
inquiry through the department of finance. 

8. The only conclusion to be drawn is that the balance sheet now used is a 
makeshift and not an integral part of the reporting system. 

9. In several instances, estimated figures are used which do not appear on 
the books of account. 


Accounting and Reporting Recommendations & 


The defects in the Annual Report, of course, reflect defects in 
the system of accounting upon which the report is based. In order 
to remedy these defects the Civic Survey Report recommended as 
follows: 


1. That a new form of annual report be adopted which will more clearly set 
forth financial conditions and results. 

2. That a new general ledger be installed which will contain such accounts 
and only such as are needed in the preparation of summary statements showing 
assets and liabilities, revenues and expenditures, surplus and deficit and the con- 
dition of the city’s funds. 

3. That all supporting details of information, which are needed for purposse 
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of administration and for furnishing such analysis of summary accounts kept on 
the general ledger, be carried in detailed records. 

4. That the supporting and detailed accounts be so classified that informa- 
tion in any detail or summary desired may be drawn off without re-analysis or 
duplication of work. 

5. That the accounts of the general ledger and the detailed ledgers be inde- 
pendently posted so that the accuracy of statements when taken off the detailed 
records may be proved by being checked by totals to the general ledger contro] 
accounts. 

6. That a summary statement of assets and liabilities in balance sheet form, 
revenue and expense account and statement of the condition of the city’s funds 
be drawn off of the general ledger and published monthly; and that, quarterly, 
a detailed comparative statement of departmental expenditures be made available 
to the mayor, council and public press. 

7. That the quarterly statements of expenditure be accompanied by com- 
parative operation statistics furnished by departments in such form that units 
of cost may be shown whenever practicable. 

8. That the statistics of expenditures be kept in such analysis as may be 
needed in the preparation of the annual estimates. 


In making its constructive criticisms and recommendations 
the Civic Survey Report recognized that the heads of city depart- 
ments were not personally responsible for defects shown. The 
following paragraphs from the report are significant: 


In pointing to some of the obvious defects in methods of reporting of the 
treasury department, officers of this department are not charged with incompe- 
tence or neglect. Toronto officials are in the same situation as are the officials 
of other fast-growing cities. The current work increases rapidly, the daily rou- 
tine demands on official attention are such that persons in responsible positions 
have little time or opportunity left to study the business system as a whole, much 
less to take the time needed to work out constructive plans and obtain the codp- 
eration essential to a successful installation of new methods and procedures. Each 
d ay’s work must be done or the business will stop. Each day is a full day. The 
larger the city the more difficult it becomes to make a change (1) by reason of 
the increasing demands on the responsible officers; (2) by reason of the large 
number of institutional adjustments which must be brought about to make any 
change effective. The working out of some systematic method of doing busi- 
ness and the installation of new procedure must necessarily be performed by per- 
sons who are relatively free from the grinding details of administration. The 
only solution is either in a temporary or permanent staff which is not charged 
with making the decisions essential to direction and control. As a matter of 
organization, Toronto, like most public corporations, has its full quota of “line” 
officers and men but is lacking on the “staff” side. So long as matters of this 
kind are left to men who must keep the wheels of business moving, those in com- 
mand must find themselves at an increasing disadvantage. Changes may be 
made, and frequently as a matter of adaptation, but unless the whole subject of 
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institutional needs is taken up systematically, change after change in method 
will be made under circumstances such that while they may be adapted to getting 
better results, each change may increase the cost and red tape of doing business. 

Toronto has been peculiarly fortunate in having had many years of contin- 
yous service of the principal officers in its departments. But the best thing that 
these officers can do for Toronto and for themselves is to focus public attention 
on the difficulties of the problem before them in order that they may have the 
support of public opinion in bringing about an adaptation of organization and 
methods to service requirements. 


In the later months of 1914 the two chief accounting officers 
of the city, namely, the City Auditor and the City Treasurer, to- : 
gether with the head of the chief spending department of the city, Pref 
namely, the Commissioner of Works, whose department has more eam 
accounting to do than any other operating department in the city, vie 
were appointed a committee to report on a reformed system of se 
accounting for the city of Toronto. They visited personally sev- 
eral cities and later sent their chief accountants to go carefully into 
the details of the methods used in Philadelphia and New York City. — 
They spent three weeks in the work. As a result of their study a uz 
they issued a report to the Mayor and Board of Control making» ae 
recommendations which if followed would supply practically all the — ¥ 
elements necessary for a thoroughly modern accounting system. 


taken upon this report by the city authorities but there is every 
reason to hope that such action will be taken before the time comes © 
for the preparation of the 1916 estimates in the fall. Inthe mean- _ 
time the departments concerned are continuing the making of de- 
tailed improvements which do not involve a uniform system of 
accounting for the city. For example: A distribution cash book 
has been established by the Treasurer’s Department in accordance — 
with a recommendation contained in the report above mentioned, 
while the improvements which have been under way in the Works . 
Department and the City Auditor’s Department for some con- 
siderable time are progressing rapidly. i 
If adopted, the plan will make the City Auditor actually, what - 
he is now potentially, the controller or commissioner of accounts, _ 
while the City Treasurer will become practically a commissioner 
of finance. The rearrangement and clear definition of the functions _ ie . 
of these two officials on the lines advocated by the report will con- 
stitute an immense step in advance. = ee 
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As in the past, Toronto will meet her problems courageously. 

Her officials welcome any hints she can gain from the experience of 

other cities. This article is written with the hope that the history 

of Toronto’s movement for financing, accounting and reporting 
ss geform may be su tive to other municipalities. 


my 222 Tue ANNALS OF THE AMERICAN ACADEMY 
- = 
Py by 
4 
4 
WE 


COUNTY BUDGETS AND THEIR CONSTRUCTION 


By Orno GRANDFORD CARTWRIGHT, | 
Director of Westchester County Research Bureau. 


As one’s thoughts concentrate upon the subject of budgets and 
budget procedure for counties, the question projects itself insistently = 
into the foreground: What bearing upon democracy has the prepara- 
tion of a budget for the management of county government? _ - 
Coerced to find an answer to this query before proceeding with 
discussion of the budget itself, I can do no better than tostatehere 
certain extracts from a report of Dr. Carroll Dunham, of Irvington, _ 
Vice-President of the Westchester County Research Bureau, in 
behalf of a committee appointed by the Bureau’s board of directors _ 
to prepare a model county charter. s 

Dr. Dunham states the basic principles of democratic govern- = : 


4 
ment briefly as follows: gente 


1. Sovereignty resides in the peoplee = = | 
2. In a republic, government should be by those whom the people choose. 
3. Government must be for the people. 
4. Government administers a certain part only of the people’s affairs 
(public affairs, and not private). 
5. Its scope changes gradually, as time progresses. 
6. Government must Le efficient and responsible. 
if a. To be efficient, the administrators must have authority. 
b. To be responsible, they must be answerable for their authority to 
the sovereign people. 

7. To build a government logically and soundly upon these fundamentals, 
elect few officers. Do not handicap them by multitudes of other officers, depart- 
ments and bureaus, with checking and balancing powers; but give those few 
officers power to appoint and remove subordinates. 

8. Secure responsibility by publicity. Complete publicity, as to the details 
of public business and the acts of public officers, destroys opportunity for graft. = 

9. Enforce the keeping of full, simple, accurate records, open at all times ‘" 
an, 


to all people. 
10. Let the officers responsible for the conduct of the government prepare in 
advance a complete budget, with full financial programs and full statement of 
financial condition. 
ll. Have fixed dates for the publication of the complete budget, and fixed 
dates for full public hearings thereon, open to all people. 
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12. In enacting the budget, provide that it shall be lived up to strictly during 
the period which it is to cover. 

13. A sovereign must always be able to learn how his work is being done, 
When the people is the sovereign, as in American government, the people must 
have such full knowledge. 


Dr. Dunham’s fundamentals constitute the elixir of life of 
municipalities. The budget is the thing that keeps the blood 
coursing fresh and vigorous through the veins of government, 
When the elixir is low, the administration is impoverished and 
weak. When it is lavish, gluttony and coarseness result,—the 
administration becomes selfish and heedless. 

Nothing is fool-proof. A budget, however scientific and com- 
plete, does not guarantee good governnient. Neither does keeping 
the weeds out of a garden guarantee good crops. But as it is 
certain that there will be very slim crops where weeds overrun, so 
it is likewise certain that the absence of proper financial provision 
will greatly reduce, if not completely nullify, the efficiency of an 
administration. 

A government without a financial plan is as badly off as an 
army without munitions. Consequently it is not waste of space 
for The Annals to give to this subject the prominence of an entire 
volume, nor to emphasize therein the importance of the county 
budget in the grand tactics of financing public service. 

Like the old parson in the Wonderful One Hoss Shay, I am 
given to firstlys, secondlys, etc. In discussing this subject, I shall 
try first to picture to the readers of The Annals the ordinary way 
of financing a county government; then to state some improvements 
of method accomplished in recent years; and thereafter to portray 
what a proper budget should be, and how it should be arrived at 
and its operation assured. 


The Ordinary Way 


From such incursions as, in the course of my experience, I have 
been able to make into the minds of men who are either concerned 
in any way in budget-making, or have from other causes given any 
thought to the matter, I have concluded that to the majority of 
men the term “budget” does not convey any definite meaning. 
A hazy concept, as of something pertaining to a bag of documents 
that contain a lot of bills to be paid, and a lot of other items that 
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will call later for the expenditure of a lot of money, if the governing 
body or council votes to authorize them, is what the word “budget” 
suggests to most people. 

One afternoon I addressed a ladies’ club of a nearby city on 
the need of a local budget exhibit. After I had ended, and was 
taking tea with the ladies, the president of the society remarked, _ 
with a puzzled look: 

“You have explained perfectly the great advantages of a budget 
exhibit. Now I wish that before you go you would tell us just what 
a budget is, and then we will understand the whole subject.” 

Excluding students of finance and of public service, I think the 
usual understanding of a budget is almost as indefinite as that indi- 
cated on the part of the worthy lady president referred to. 

But the term “budget,” as used in this volume and in this 
discussion, is meant to include the entire financial plan made by a 
government for the work of its fiscal year. The detailed discussion 
of a full scientific budget will be taken up later. 

In most municipalities, the elected or appointed rulers have 
not thought much further than the statute law requires them to 
think. Their financing, therefore, consists of providing for those 
things that the law says must be provided for. In county govern- 
ments this is more than generally true, though some states are more 
advanced than others as to their statutory requirements. An 
example like Indiana, where the law permits the employment of a 
wide-awake accountant who keeps pushing into county financing 
successive advanced ideas and improvements, shows up immensely 
by contrast. 

The usual procedure in making the county budget is resistance 
to “procedure” of any sort. It is rather inertia than procedure. 
It consists of yielding to the enforcement of the law that taxes 
levied on the county by the state, money borrowed by the county 
to meet emergencies and carry current expenses, and legal claims 
accumulated against the county, must be paid. If it were not for 
the law compelling these things, and for the urgent reminder of 
people who want the money which the county owes them, I am 
hot sure that there would ever be a county budget in most states. 
The county goes much on the principle of the lazy man who gets 

. trusted for everything he needs as long as possible, and only bestirs 
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himself to obtain money to pay accumulated obligations when he 
is urgently pressed by creditors. 

When all items that have to be paid are gathered together, it 
is usual to put off as much as possible by borrowing on county 
bonds all that it is legal to borrow, and by refunding, where possible, 
bonds that have matured. Then the irreducible minimum is placed 
into the tax levy. There is nothing less scientific, less economical, and 
more inefficient or more extravagant than such a method of procedure, 

In the county budget the board of supervisors, or county com- 
mission, or tax levying authority, must provide for two classes of 
expenditures, and may provide for a third class. The first class 
includes those disbursements over which the tax levying authority 
has no discretion. Such are taxes levied by the state upon the 
county, judgments pronounced against the county by a court of 
competent jurisdiction, salaries of county officers established by 
legislative enactment, and similar items. The second class includes 
expenditures which have to be provided for, but over which the 
tax levying authority has discretion as to the amount. The third 
class includes expenditures over which the tax levying body has 
complete control, both as to their existence and their amount. 
Such expenditures would include items of public service not spe- 
cifically required by law, but which the county governing body 
might deem wise and necessary for the benefit of the county at 
large. The possibility of expenditures of this type, however, is 
commonly cramped by the narrowness of the powers conferred by 
law upon the county authorities. 

Things ordinarily not provided for are industrial and social 
needs, which properly call for public management and public regula- 
tion, but which have hitherto been left to individual control, and 

‘the consequent management of which has been good or bad accord- 
ing as individual greed and selfishness or individual benevolence has 
predominated. 

Some of these matters are regulated in some counties, but none 
of them in all counties, and all of them in no county. In determin- 
ing what elements of such nature shall be turned over to public 
management or regulation, it is necessary to decide where the border 
line lies in Dr. Dunham’s fourth fundamental, that government 


administers only the public part of people’s affairs, and not the 
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Improvements in Recent Years 


Some improvements have been made in recent years in a few 
states where they have adopted something in the line of budgetary 
provision. New York state has a law (General Municipal Law, 
§§30-38) empowering the state comptroller to prescribe a uniform 
scheme of appropriations for all counties of the state, but gives him 
no means to enforce its adoption or use. It rests largely with * 
individual counties, therefore, whether the comptroller’s budget __ 
plan will be used at all or not. Some chief essentials of a budget 
are lacking in the comptroller’s plan. It does not prescribe a bal- 
ance sheet; nor a working plan; nor current periodical reports; nor 
a statement of estimated funds available for budget purposes in 
the reduction of taxation; nor budget hearings; nor any safeguards © 
upon the appropriations. 

Indiana has an accounting law which prescribes budget esti- 
mates by each department head, to be presented on forms furnished 
by the county auditor. These forms are sufficiently detailed to | 
provide for a fairly complete list of appropriations for the conduct __ 
of various county departments, but many of the elements of a — ba 
budget which are lacking in New York state law are also lacking 
here. 

Los Angeles County, California, with its new charter, has also E Saee 
made a great advance in budgetary provision within the last three _ 
years. 

Perhaps one of the best types of county budget procedure at 
present in operation is shown in Westchester County, where the © 
heads of departments are required to submit in advance requisitions _ 
for all the needs which they are required to serve during the fiscal 
year, the requisitions are passed upon by the finance committee, 
and the budget is then prepared and submitted to the board of 
supervisors in the following order: 


_ In the second column, the total amount required by each department; ; 
___In the third column, the amount allowed by the board to Le expended by 
each department; 
In the fourth column, the unencumbered balance of the fund remaining from 
the previous year, and applicable to such department. 
In the fifth column, the amount of unpaid obligations of the previous year 
for the payment of which money is still on hand in the treasury; and i” 
In the sixth column, the total amount of money to be provided in addition  =»_—> 
to the funds on hand. oe 


’ In the first column, the amount of the requisition by the department head; _ Ey; 
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7 tl These summaries are followed by estimates of municipal earn- 


ings,—that is, amounts to be received as current revenue from the 
earnings of the various departments; revenues due as refunds for 
advances made by the county, and revenues from other sources; 
and by a statement of the details of the requisitions for each county 
department, and each function and line of operation thereof. 

The Westchester County budget lacks the following elements: 
(1) a balance sheet, or statement of the financial condition of the 
county; (2) a working plan; (3) provision for reports as to the con- 
dition of funds, and the comparison of operating cost periodically 
with budgetary provision; (4) provision for full publicity; and (5) 
certain safeguard provisions in the enacting statute or resolution 
of the board of supervisors. Moreover there is no investigation 
as to social or industrial needs of the county, and there is no pro- 
vision for public hearings, the most democratic of all features of a 
budget procedure. 

Ontario County, New York, has improved its budget and 
accounting and audit system by taking advantage of as much of 
the existing law as it found possible permitting such improvement. 

Monroe County, New York, operating under the direction of 
a newly established bureau of municipal research, has adopted 
something approaching a more scientific budget, but still some of 
the above elements are lacking there. 

Cities, particularly those that have acted under the guidance 
of the New York Bureau of Municipal Research, have advanced 
much farther, and have established very complete budget provi- 
sion, attended by all the necessary provisions and safeguards to 
make it workable, and to prevent it from falling down in operation; 
but cities have centralized responsibilities, where counties have 
nothing of the sort. wy 


« 
The County Budget as It Should Be by } Bi 


In order to arrive at the direct and scientific way of approach- 
ing the preparation of a budget for a county, it is necessary to make 
sure that we understand the full significance of all that is compre- 
hended under the term “annual budget,’’ and we shall readily see 
that it is by no means a simple matter, to be put off until the latter 
part of a fiscal year, and then hastily constructed. It needs ad- 
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yanced study and provision, including extended and thorough exam- 
ination into all the needed service to be financed. 

The budget is a definite plan or proposal for financing present 
and future needs of the government. As there is a national budget 
for the nationa! government, and a state budget for the state gov- 
ernment, etc., so there must be a county budget for the county 
government, and it must be built much upon the same general plan 
as prescribed elsewhere in this volume for nation, state, or city. 

In making the budget, the first thing to do is to find out what 
needs must be served, and we learn, as pointed out above, that 
there are three general groups, resulting entirely from the character 
of the laws, which confront the governing body ofthe county. The 
first is that of statutory levies. The state law provides that a county f 
must pay its pro rata share of the state’s expenses. ‘The county is 
simply informed by the state authorities as to what such an amount 
is to be, and must include it in its tax levy. The county usually 
has maturing bonds to be paid. Such bonds must be placed in the 
tax levy, together with interest due on them. Occasionally there 
are judgments rendered by a court of competent jurisdiction against 
the county. Such judgments must be paid, and placed in the tax 
levy. Over matters like the foregoing, the county governing body 
has no choice. It simply must pay them. 

The second group comprises statutory levies, over which the 
governing body has no discretion as to whether such needs shall be 
served, but does exercise control over the amount to be provided. 
Instances of such are the maintenance and operation of the various 
county departments established by law, and the salaries of various 
county officers and employees not fixed by statute. Salaries fixed 
by statute cannot be controlled by the county governing body, 
but such are few. 

As yet, we have considered only statutory needs. There is an- 
other group of needs, which we have already indicated, that are 
never provided for in county government, and I would go further, 
I believe, than any of my fellow-advocates of a proper budget pro- 
cedure, and besides having department heads, required to submit | 
advance estimates of what they need to support their departments, 
Iwould advocate urgently the enactment of a state law to the effect 
that some means be provided for asking the public, in all the com- 
munities of the county, for statements of all things that they con- _ 
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ceive to be public needs, which should be served by county govern- 
ment. 

This information might be obtained by public advertising. In 
such case, civic societies would urge various needs: one, that the 
county enforce industrial safeguards; another, that the county 
enforce sanitary housing regulations; another, that it control the 
sanitation of schoolhouses and medical inspection of children; 
another, that the county regulate local health ordinances and uni- 
formity of health administration; another, that the county con- 
trol municipal accounting, so that it shall be uniform in all the towns, 
cities, and villages of the county; another, that the county admin- 
ister uniform collection of taxes; another, that it regulate the ad- 
ministration of justice, by substituting courts of inferior jurisdic- 
tion, with trained lawyers as judges, instead of the local justices of 
the peace, who are apt to become mere fee-chasers, and are frequently 
ignorant of the law. 

Individual citizens would recommend other public services 
that should be performed by the county. These needs would then 
be considered by the governing body, and weighed thoroughly, and 
such as were deemed to be of sufficient importance would be incor- 
porated into the budget provisions, as far as the county governing 
body might have power conferred upon it by law to make such 
incorporations. For others, held to be of sufficient importance, it 
would then ask further powers from the legislature. We should 
then have a budget serving community needs in a way I have never 
yet known them to be provided for. 

It would be a misfortune, however, to have to rely entirely 
upon the county governing body for the judgment of the merit of 
the various needs. Consequently, each one who suggests any item 
of public service, not hitherto provided for and recognized as such, 
should be invited by the appropriate government authority to 
appear before it and extend his recommendations with all the sup- 
porting arguments that he might be able to prepare. Otherwise, 
his recommendations might be undervalued, and misjudged, and 
undeservedly set aside. 

After all is weighed, assorted, classified, and fully prepared, of 
course the final proposals for public service are to be passed upon 
by the governing body which has power to enact. 

Who should prepare the budget is a question of the gravest 
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that the chief executive is the proper person to perform this service 
upon consultation with and the advice of his cabinet or department 
heads and such members of the legislative body as are most con- 
yersant with the needs of legislative, judicial, and other depart- _ 
ments of government. | 

In the county government in most states, however, there is 
no such head, and the budget is usually prepared by a committee 
of members of the governing board, whether a board of supervisors, 
or commissioners, or what not. Such a committee cannot have 
either the understanding of the full meaning of a budget, or the 
personal interest in properly performing the work of budget prep- 
aration, that an executive head should have who is personally re- 
sponsible in very large degree for the success or failure of the entire 
county administration. The man who is officially responsible 
ought personally to lay the plans, summoning to his aid such advis- am 
ers as he deems best suited to give him counsel. This principle 
has been recognized in the amendments recently approved by the 
constitutional convention of the state of New York, which provide 
that the governor shall finally prepare and present the entire budget 
to the legislature, after a maximum of sixty days’ consideration of 
estimates and appropriation bills. : 

Next in order must be considered the accounting features of 
the budget. Having established our catalogue of community needs, — 
which it is supposed to serve, they will be classified and codified, 
under proper heads and titles, as a series of appropriations, to be 


importance. In state and national government there is no _— 


the specific purposes named and for those only. 
But the proposed appropriations for the current financial period . 
are by no means all there is to a budget. The appropriations must ‘s 
be supported by several auxiliary statements, each in itself entailing = 
more or less accounting analysis. The first of such statements = 
would be a comparison of appropriations made in previous years 
(at least the two next preceding the year to be financed) for similar 
purposes, and explanations of the reasons for appropriations made 
for the current year for needs not hitherto provided for. Such a 
statement shows increases or decreases, and permits comparison 
of such increase or decrease with the growth of the county and the ~ 
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The second statement which must be submitted is a balance 
sheet,—that is, a tabulation of the values of all properties tangible 
or intangible, which the county owns, and a corresponding tabula- 
tion of all the debts outstanding against the county, which must be 
paid either currently or in the future. The balance sheet should be 
so arranged as to contrast bonded debt with the value of the im- 
provements for which it was incurred, and current liabilities with 
current assets in hand or available for their liquidation. The bal- 
ance sheet would then show the surplus in hand or available, appli- 
cable to the support of the appropriations asked for the current 
year, which surplus should be divided into two elements, (1) capital 
surplus, and (2) current surplus. If there results a deficit, it should 
be shown in the same characters. 

The third supporting statement should be a tabulation of all 
funds of previous years, of which there is either a balance or a deficit. 
The statement should be so arranged as to show what part, if any, 
of the balance of each fund is unincumbered and free for re-appro- 
priation towards the budget of the current year, or if the total 
amounts to a deficit, what deficit should be added to each of the 
appropriations asked for for the current year, and what the total 
deficit so added should be. The total surplus, or the total deficit 
of the fund statement, should be identical with the current surplus 
or deficit as shown in the balance sheet. 

The fourth statement should show the estimated amount to be 
received from indirect sources, such as municipal earnings, amounts 
paid into the county treasury from the state treasury, from the 
state school fund, the state highway fund, etc., and from other 


indirect sources. 
The fifth statement should recapitulate: 
a. The total amount of the budget appropriations; 
b. The total amount of receipts from unincumbered fund balances, and from 
estimates from indirect sources which should be deducted from the total amount 


of the Ludget; 
c. The difference which would be the amount to be raised by a direct tax. 


This amount, re-grouped in such a way as to show the amount 
to be paid by each of the tax districts in the county (because in 
county government the tax rate does not fall evenly upon all parts 
of the county, as explained below) and the tax rate for each tax 
district, is then levied by the county governing body. With ref- 
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Tie 5. Levy the taxes necessary to be raised to meet the balance of expenditures. 


erence to the unevenness of tax incidence, it is only necessary to 
explain as follows: highway taxes are for districts outside of vil- 
lages, and do not fall within the village corporation limits, because 
each village takes care of its own streets and highways; education 
taxes are for proportionately different amounts for the different 
superintendency districts and the different school districts, and 
these are locally levied, and not spread upon the whole county 
evenly; etc. 
An auxiliary statement, accompanying the budget, should 
show the amount to be borrowed for capital outlays, so that tax- 
payers may know the entire amount which is being spent in the 
county for the current year. In New York State counties we never 
are informed of this total. Different bond issues are authorized 
by the board of supervisors at different times during the year for 
public improvements. For example, in Westchester County we bi pare 
are issuing bonds this year for purchase of properties lying within 9 
the Bronx Valley parkway; for the erection of various new county ‘ 
buildings, such as court house, penitentiary, and almshouse; for 
various highway purposes, as occasions may arise, and possibly for 
one or two bridges. At the close of the fiscal year only the county | 
treasurer or the county comptroller is able to state just what amount ir ; 
of long-term indebtedness has been incurred by the county during a: 
the course of the year. The only item about which the citizens 
are broadly informed, regarding bonded indebtedness, is the amount 
of maturing bonds and interest which must be incorporated in the 
budget itself and paid during the year. 
Now we come to the budget ordinance, or the enacting statute, = 
which, in itself, deserves most serious consideration, but is, never- __ 
theless, perhaps worse slighted than any of the other elements of _ 
budget making, as bad as they are. This ordinance must perform | 
the following functions: 


1. Authorize the appropriations which the governing body decides are to 
be expended. 
2. Re-appropriate, for the purpose of meeting such appropriations, the unin- 
cumbered balances of the funds described above. ; 
3. Add to the stated appropriations the deficits from previous years as part 7 : 
of the current year’s expenses. 
4. Appropriate the estimated receipts from indirect sources, to be used for ee =" 
similar purposes. 
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ot 6. Make all these things mandatory, not simply permissive. 'o 

7. Provide for the control of the authorized expenditures, by prohibiting 
the use of funds for any purpose except that specified. 

8. Provide for an accounting system, codrdinated in detail with the budget 
appropriations, so that all operations of the year may be traced in direct compari- 
son with the original financial plan adopted at the beginning. 

9. Provide a work plan, as detailed as possible, for carrying out the service 
planned in the appropriations, and provide for the payment for such service only 
as rendered, after inspection and certification by the proper county authorities, 

10. Provide for full publicity, as to the operations of the plan, as to the service 
rendered by public employees, and as to the progress of county contracts for im- 
provements and other service. Such publicity must include periodical reports, 
at least monthly, and complete records open at all times to all persons. 


In no other way can intelligent judgment be formed as to the 
fidelity, competence, and efficiency of public officers and employees, 
or as to the adequacy of the general financial plan of the admin- 


istration. 
Summary of Important Features 


re All needed public service of any nature whatsoever, whether 
previously included in public service, or previously left to private 
or individual management, or previously entirely neglected and 
unprovided for, must be considered and financed; and all silly, 
fanatical, and in any way unsound proposals, and all merely orna- 
mental and fantastic schemes, and all merely political partisan 
patronage plots disapproved and rejected. 

2. Complete scientific statements of financial conditions, both 
as to ownership and indebtedness and as to funding operations, 
must accompany the scheme of appropriations proposed. 

3. The enacting statute must provide for complete control 
of the operation of the proposed plan. 

4. The most efficacious way of securing responsibility is by 
complete publicity, which is, in itself, cheap, simple, and entirely 
effective, and not by a complicated system of interlocking powers, 
with checks and balances, which is costly and complex, and has never 


proven to be efficient. le SE 
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BUDGET MAKING FOR SMALL CITIES 


i By Lent D. Upson, 
Executive Secretary, National Cash Register Company. 


Even the most ordinary city has a budget in the sense that there 
is a periodic authorization to spend public money. However, the 
new city budget is more—it is a careful estimate of revenues ac- 
companied by a definite program for spending them. In progres- 
sive municipalities such a program is only determined upon accurate 
information of the efficiency of each city activity, the necessity of 
its continuance, its cost, and its desirability as compared with the 
other work, that the community may be best served at the least 
cost. It is desirable to interest the citizens and officials of smaller 
communities in some methods of budget making, which, while 
assisting in administration, are not so red tape-ish as to prevent 
their use by those with neither time nor patience for the techni- 


Who Should Make the Budget Mate 


The first essential to successful budget making is the oy a 
tion of the estimates by the administrative officers responsible for 

the carrying out of the work program. In the city manager form of. 
government, this task naturally falls to the manager, assisted by 
the financial officer; in the federal plan, where the mayor appoints 
all departmental heads and is responsible for their proper conduct, 
the estimating of the city’s revenues and their apportionment among . 
the several departments belongs to this head of the government. Ps 
However, in the average American city, there is unfortunately such | . 
decentralization—so many public officers responsible to no one but : 
the electorate—that there is no central authority whose duty it is _ 
to correlate the financial requests of the divisions of the corpora- | 
tion. Consequently, the real preparation of a financial program is" 
left unfortunately to a committee of the city council, who are __ 
unfamiliar with the relative departmental needs, frequently have a 
political axes to grind, and who are not actually or popularly - 
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sponsible for the conduct of government. This committee of coun. 
cil solicits their own statement of anticipated revenues from the 
city auditor and receives the miscellaneous estimates of needs 
which have been prepared without regard to available revenues, 
Out of this material they have the impossible task of creating 4 
homogeneous program which will meet public needs. 

Where such lack of centralization exists, it is desirable that the 
mayor of the municipality—who in the mind of the public is largely 
responsible for its administration—should bring together the rep- 
resentatives of the independent elements supported from public 
funds. Before this body he should present the current resources 
of the city and ask that they be properly apportioned. Here, bya 
committee of the whole, public needs could be correlated, absolute 
essentials approved, any surplus distributed, and the entire esti- 
mate, with supporting data, be prepared for presentation to the 
council. With such methods the chances of one activity of the 
city being over-emphasized at the expense of others are lessened, 
and the council is relieved of interfering with the detail conduct of 
the departments. The preparation of budget estimates by a re- 
sponsible committee outside of the city council, and the approval 
or disapproval of these estimates by the council itself, would tend to 
place the responsibility for the government where it actually be- 
longs, removing in some measure the burden of ineffectiveness, 
inefficiency, and shifting responsibility which cities now bear. 

It has been suggested that estimates so prepared should be 
subject only to revision downward by the council. However, such 
a proposition is at present illegal in American cities, and draws its 
support from other than American municipal experience, if New 
York City be excepted. As a means of further reducing legislative 
interference, it is perhaps desirable in federal plan cities, particu- 
larly as applied to salary schedules. Where the budget com- 
mittee is a creature of the council, as in the city manager plan, the 
scheme is not only impractical, but theoretically unsound. 


“aie How the Budget Should be Made 
; Me 1. Revenues: An essential requirement for budget making is an 


accurate estimate of municipal revenues, and a resolution that 
appropriations shall be limited to such estimate. When the budget 
is prepared by a council committee, it is sometimes felt a hardship 
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to reduce the estimates of the various city departments to within 
the estimated current receipts. Frequently the entire requests are 
appropriated for, irrespective of the money which will come into 
the city treasury, leaving the burden of cutting the city’s suit to fit 
the cloth to the city auditor. In such instances, if the auditor is 
not aggressive, departments will incur liabilities far in excess of the 
city’s ability to pay, with resulting operating deficits. 

The distinction of revenues from receipts as a proper basis 
for apportioning city expenditures has created a movement for the 
placing of city accounting upon a revenue and expense rather than 
upon a receipt and expenditure basis. Large cities, unhampered 
by state legislation, may logically base appropriations upon revenues 
accruing, issuing short time loans when such revenues are not 
actually paid into the city treasury during the fiscal period covered. 
The restrictions on such loans by state authority as well as by local 
opinion preclude the use of revenues in place of receipts as a basis 
of budget making in the average American municipality. However, 
in appropriating receipts, proper allowance should be made for 
unusual payments which are not normal revenues. For example, 
licenses may be paid into the treasury during the closing days of 
the year, although not actually due until the beginning of the new 
fiscal period. Such funds should be held inviolate for the period 
for which they are intended. 

The estimate of income should accord with a definite classifi- 
eation which is followed continuously by the accounting officers of 
the municipality. Only such a classification, conscientiously ad- 
hered to, will permit the fiscal officers to determine with reasonable 
confidence the accuracy of the estimate. The variation in sources 
of revenues makes it impractical to present a suggested classification 
here, but one which has been given much thought and which has 
proven serviceable may be found in the budget of Dayton, Ohio. 

After a conservative estimate of operating revenues has been 
made, and the budget committee has definitely resolved that the 
tity appropriation shall be kept within this estimate of current 
resources, there follows the more detailed task of preparing the 
estimates of the several departments. This is the real basis of 
budget making, and upon its being done correctly, depends the 
success of a budget, either in a small or large city. If the estimates 
iscellanous sheets of paper, salaries sometimes 
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‘vl, grouped by themselves, three or four of the larger expenses segre- 
gated, and the remainder lumped as miscellaneous expense, and 
these sheets are used as the basis for the appropriations of the 
following year, it is a budget as typical of the average American town 
as it is typical of what a budget ought not to be. If, however, some 
little care and thought are given to the problem, these estimates 
will offer to the budget committee a statement of proven depart- 
mental needs, and to the public, a comprehensive idea of the work 
which the city proposes to do during the coming fiscal period. 

2. Appropriations by Activities: It is essential that the value of 
 eity activities should be weighed one against the other, and to do 
_ this properly, these activities must be the units of appropriation. 
In smaller cities, while the desirability of appropriating to activities 
or functions is important, if is not as imperative as in larger com- 
munities. In the small city, the bureau or division usually repre- 
_ sents the smallest unit to which it is feasible to appropriate. As 
- cities become larger, it is necessary to break these bureaus into the 
various functions which they perform; as, for example, under the 
bureau of street repair, we have the activities of repairing brick 
streets, repairing macadam streets, repairing asphalt streets, etc. 
In the small cities, it is neither necessary nor expedient to have 
these separations in the budget itself. The budget commission, 
however, should go carefully over their departmental organizations, 
making such functional separations as are advisable. 

8. Classification by Character of Expenditure: In order that 
any change in the assets of the city may be properly reflected in the 
city’s balance sheet, and that the actual operating expenses may be 
known, it is necessary to separate estimates and appropriations 
into “Expense” and “Capital Outlay.” In some larger budgets 
it is customary to make this separation according to ‘“‘ Administra- 
tion,” “Operation,” “Maintenance,” and “Capital Outlay.” 

_ The first three items are really expense charges and in Dayton 4 
"year’s experience proved such divisions to be decidedly impractical. 
The two divisions suggested, however, are easily made if the follow- 
ing definitions are carried in mind: 

Expense comprises all items of expenditure necessarily incurred for current 
administration, operation and maintenance of the several departments; those 
for which the General Fund is reimbursed; and those for materials and equipment 
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in the nature of | renewals or replacements, which do not add to the capital —_— = 


of the corporation. 
Capital Outlay comprises expenditure of every character made from the Gen- 


eral Fund which increase the capital assets of the corporation. B 


4. Classification by Objects Purchased: After the larger abc! ha 
tion of estimates and appropriations into Expense” and “Capital 
Outlay,” it is necessary to make a further classification by objects 
of expenditure under each, which will apply to all departments, 
and which will become a part of the accounting procedure of the : 
municipality. If the budget making authority is to give relative 
weight to the needs of each of the appropriating units, these needs 
must be expressed in the same terms. This classification by —_ 
kind of thing to be purchased varies in each city, according to the 
personality of the budget makers, but in broad, general lines, aa at 
mains practically the same in every instance. While the Day nae 


York classification is usually followed, it has been modified in Day- 
ton to more nearly meet the needs of a small city. By a further 
deviation the sub-classifications under supplies are based upon the 
character of supply itself rather than upon the use to which it is put. _ 

The classification, however, should present no considerable 
difficulty to the average budget committee. The classifications 
used in Dayton, Cleveland, Cincinnati, Reading, or any one of a ~~ 
number of cities, will probably prove highly satisfactory. The ae 
chief requirements are that some classification be decided upon, — 
that the definitions covering the same be prepared and sent to the - 
departments prior to the preparation of the estimates, and that the | 
finance department follow this classification in the distribution of 
public expenses, in order that the actual expenses may be made oe 
known at the end of any fiscal period. ee i 

The Dayton classification has been found satisfactory in a 
tity spending a million and a quarter dollars for operating expenses, 
but the subdivisions should be fewer in number if used in a munici- 
pality with a budget of perhaps less than five hundred thousand 
dollars. A brief outline of the Dayton classification is given in the 
article on “Budget Procedure Under the City Manager Form of 
Government” by Mr. Arch M. Mandel in this volume. 

5. The Salary Schedule: A further important feature in the 
preparation of the estimates is the presentation of a salary schedule 
carrying the number of employees of each class, with the rate of 
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pay, or in case of labor, the total number of hours at each rate, with 
the rate per hour, noting increases in each instance. This is more 
desirable than appropriating a lump sum of money to each city 
department for salaries, and later passing a salary ordinance which 
carries the rate of pay of each class of employee. 

In connection with the statement of salaries and wages desired, 
it is of assistance to have a comparison with the condition of the 
current year. At the top of the estimate sheets may be printed a 
summary, as follows: 


Request for salaries, 


Net increase in salaries, 
» Net added force, 
Net total increase, 


6. Uniform Budget Stationery: It is of no inconsiderable help, 
in fact it is almost necessary, that the departmental request be 
presented to the budget committee upon uniform stationery. 
Sometimes separate sheets are provided for each classification, but 
this is not necessary in small communities. It is sufficient if the 
uniform sheets, to be filled out by the departmental head, contain 
space for the 


Code number of the proposed appropriation, a 
Title and ray whe 
Rate of wage or price per unit, ts 
_ Number of employees or quantity of supplies, etc., ; Toate a 
The number of days, or number of months, 


Total amount, 


_ Estimated balance at the end of the fiscal year, 
Expenditures for corresponding items for the current and last two fiscal 


=, of requests with expenditures for the current year, with i increase 
or decrease, 
Estimated stock on hand—quantity, unit, value and amount, 
Allowance recommended by the budget committee, 
Tentative allowance by the finance committee before the city council, 
Final appropriation. 


If such stationery is properly used by the departments, with 
the assistance of the accounting officers, it presents to the budget 
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makers necessary information for the preparation of a sound finan- 


_¢ial program. Each increase or decrease in requests is shown, and 


a decrease is measured, not over the appropriation of the current 


and previous years, but in comparison with the actual expenditures 
yer these periods. The estimated balance at the end of the fiscal 


year shows the excess appropriation of the previous period. How- 
ever, it is desirable that this balance should revert to the general 
treasury, rather than be made available for expenditure during the 
coming year by the department for which it was originally appro- 
priated. 

The budget committee now have before them in great detail 
the requests of the city departments. Here are the general work 
programs of each division, supported by the items of proposed 
expenditures. The budget committee can weigh the value of one 
activity as against another; eliminate one portion of an activity 
without injuring the remainder of the work; can definitely provide 
that certain activities shall not be followed, and that the whole 
strength of a division must be concentrated upon others. Salary 
increases are definite, and explanations can be asked for each. Ad- 
ditions to the force must be accounted for and justified. The de- 
partmental heads and their subordinates can be brought before the 
committee and asked to explain specific requests, specific increases, 
specific needs, and specific programs instead of generalities. Re- 
ductions in requests are much easier made when it is possible to 
effect the reduction of a dozen different items rather than of a grand 
total. For example, during 1914 it became necessary in the city of 
Dayton, owing to a shrinkage of revenue, to reduce appropriations 
bysome $40,000. Such a cut would have been considered impossible, 
or at least would have worked great hardship to the various de- 
partments, had the appropriations been made upon the lump sum 
or partial lump sum plan. As it was, the estimates were available, 
broken up into four or five hundred different items. The several 
administrative officers were brought before the city manager, and 
each item studied, the officer stating the minimum which he could 
receive and still operate his department successfully. As a result, 


in two days’ time there was a $40,000 reduction in the departments, 
neers which had reduced the activities of all without serious hardship to 


‘any. 
7. Appropriations vs. Estimates: It is, of course, undesirable 
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that these estimates be passed as the budget itself, as such detail 
would unduly restrict administrative officers in their work. How- 
ever, the extent to which administrators are tied down varies from 
city to city. It is usual to place in the budget the number of em- 
ployees and their rate of pay, as well as the number of hours and 
_ rate of compensation for labor. Beyond this, the main estimate 
@lassifications are followed, as 

Fixed Charges, and 
on In Dayton, where executive authority is concentrated, it has 
sd been found an advantage to place the sub-classifications under 
these more general divisions upon the appropriation ledger, but 
_ provision is made for alteration at the order of the city manager. 
Thus the manager has control of modifications in the plans of de- 
partments, while that department is not restricted to the exact 
_ detail expressed in the estimates. This scheme works well in Day- 
ton, and probably would in any city manager municipality, but is 
not to be recommended for the average city. 
a 8. Appropriation Ordinance: A further step to successful bud- 
” r 4 get making is the drafting and passing of an appropria*ion ordinance 

_ which will make effective the proposals of the budget makers. 

_ While the particular wording of the ordinance must vary according 
_ to local legal requirements, there are certain provisions which should 

be made binding upon the administrative officers of the municipality. 
Among them are these: 

1. Every contract for the purchase of materials, supplies and 

- equipment should require the signature of the city comptroller be- 
fore it is valid. The estimated amount which will eventually become 
payable should be entered against the appropriation or fund account 
for which it is an encumbrance, provided that account has an 
-* unencumbered balance. If the account is already fully encumbered, 

the contract may not be signed. 
- we 2. No expense should be incurred by any department, board, 
be — or any other officer unless an appropriation has been previously 
made covering such expense, nor shall liability be incurred during 
e us any fiscal period in excess of the sum appropriated. 
. 3. The salary schedules which were part of the original esti- 
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mates should be attached to and become part of each ee 
for personal services. The number of positions and salaries payable 
for each are thus fixed, and may not be increased except by action 
of the legislative body. Some administrative officers are of the 
opinion, however, that only the salary or other rate should be bind- 
ing, leaving the number of employees to the discretion of the officer. 
This is equivalent to granting a lump sum to the officer for salaries 
and wages with specification of the rate of pay. Dayton employs 
the former plan, with reasonable success. 

4. If the sub-classifications under the main classifications in the 
estimates are included in the budget, transfer of money from sub- 
classification to sub-classification within the same group should be 
permitted upon the request of the administrative officer. To do 
otherwise, would throw needless red tape around the operation of 
his department. However, there should be an absolute prohibition 
of the transfer of money from any appropriation—%.e., main budget 
classification—to another appropriation, without action of the legis- 
lative body. In larger municipalities, notably New York, there is 
a prohibition on the transfer of money from any appropriation 
for personal service to any appropriation for other than personal 
service, and vice versa. This check is to prevent a department 
needlessly increasing its salary or wage roll after the publicity attend- 
ing the passage of the original budget has passed. Such a provision, 
however, is not necessary nor desirable in smaller communities. 

5. Some appropriation ordinances carry the provision that no 
more than one-twelfth of the appropriation for salaries shall be 
spent in one month, nor more than one fifty-second of the appropri- 
ation for wages shall be spent in any one week. A glance at the 
pay roll growth which formerly prevailed in New York and else- 
where immediately before election time indicates the necessity of 
such a regulation in some instances. It is a feature, however, which 
is highly undesirable in smaller places. It is an unnecessary re- 
striction upon public officers, and prevents seasonal variation in 
work programs. It would serve its purpose only in instances where 
the budget allotments were made up for three months at a time. 
This latter suggestion has been seriously advanced, but not yet 
utilized. 

6. All books of account, warrants, orders, vouchers, or other 
official reference to any appropriation should indicate the appropria-— 
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tion and fund involved or to be drawn upon by the proper code 
number; and provision should be made that the city auditor or 
comptroller should exercise a keen supervision to insure that such 
code numbers are properly designated. One of the most difficult 
features of budget making !s to enforce the drawing against proper 
appropriations after the budget has been made. There is an earnest 
temptation for an administrator when one appropriation is ex- 
hausted, to endeavor to draw upon another appropriation for 
purposes for which it was not intended. 

9. Preliminary Publication: Before the budget is considered by 
the finance committee of the city council, it should be made available 
to the public in preliminary hearings. It has been aptly said that 
democracy in government is not as necessarily correlated with 
methods of representation as with the information which the public 
has concerning the acts or failures to act of its representatives. 
Since the city budget outlines nearly all of the city’s activities, there 
has in the past ten years been a marked tendency to popularize the 
preparation of the city spending program, and make it a more 
effective instrument for securing results. 

Probably in small cities funds would not be available, nor 
would public interest be sufficiently great, to justify the publication 
of the entire budget estimate prior to the budget itself. The main 
outline of the budget estimate can be given to the public press 
with a statement from the budget committee, indicating the general 
work program for the coming year, with such modifications as they 
have thought necessary. In addition, should be presented (1) an 
estimate of the income by sources compared with the income of 
several years previous; (2) expenditures by objects purchased, show- 
ing the money which it is proposed to spend for salaries, wages, 
supplies and materials, contractual services, etc., compared with 
the years previous; (3) expenditures by the different organization 
units or functional units where it has been thought advisable to 
divide the organization into functions, and with this should be 
given the statement of expenditures for several periods past; (4) 
if the space is available, these last two tables should be compiled 
jointly, indicating the expenditure for objects purchased for each 
organization unit. 

All or part of these summaries will be gladly carried by the 
public press, and can be put in typewritten form for presentation 
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_ city council be in printed form, not only that public employees may 


_ program. In a small city, this cost of publication would be very 


better government, and frequently cities have seen fit to d 


to such organizations or individuals as might be interested. The 
Dayton charter requires that all of the preliminary estimates, as 
well as these summaries, should be on deposit with the city clerk 
several days prior to the public hearing. The cost of printing the 
summaries, however, is very small, and any group of public officers 
concerned with interesting the citizen body in the city activities 
could well afford to have this data published and distributed. If 
such a course is pursued, and an effort made to stimulate the tax- 
payer’s interest in how the tax dollar is being spent, the public hear- 
ings which precede the passage of the document will in most cases 
be well attended, and profitable to citizen and official alike. The 
knowledge that a few hundred or a few thousand people care what 
the city is doing will urge the conscientious official to a higher 
endeavor, and require of the careless one a desirable minimum of 
effectiveness. 
It is equally desirable that the budget as finally passed by the 


have ready access to the authorization to incur liabilities, but also 
that citizens may secure a definite statement of the city’s public 


small indeed, and it is hardly justifiable in any municipality that 
the most important accomplishment of its administrative officers 
and its legislative body should be hidden away in the records of the 
city clerk, and not presented forcefully to the public. 

10. Funds: It is quite common in municipal government that 
the city revenues do not come into one fund but are segregated for 
some half a dozen different purposes—one or two departments 
drawing from each fund. In this case, the method of budget mak- 
ing need be no different from that which has already been outlined. 
Instead of one estimate of revenues there must be an estimate for 
each fund. Instead of one estimate of expenditures there must be 
an estimate for the several departments which draw from each 
fund. In other words, instead of one budget, the budget committee 
must make from three to six different budgets, keeping each sep- 
arate. This makes the drafting of the summary statements some- 
what difficult, and complicates the situation, but this complication 
is more apparent than real. 

Such funds are normally a handicap rather than a help to 
isregard 
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laws requiring such segregation. There is seldom any taxpayer 
or public officer who is sufficiently interested in such separation of 
expenditures to bring the matter to the attention of the courts. 

11. Additional Helps to Budget Making: In some of the larger 
cities much more information is given to the budget committee 
than has been specified in the preceding paragraphs. Nothing has 
been mentioned in the foregoing which is not available to interested 
officers of any city in this country. Municipal accounting has not 
progressed to a point where the average municipality may secure 
an accurate balance sheet, although that would be of assistance in 
formulating the city’s financial program for the coming year. It 
is also frequently suggested that a city should have available, in 
addition to the balance sheet, a statement of the operating revenues 
and expenses over a series of years, a surplus account, debt state- 
ment, and fund statement. In simpler words, the budget makers 
should know previous years’ expenditures by department and 
classification; the unexpended balance at the end of the year; bills 
outstanding against such; and a statement of the city’s assets and 
liabilities. The most necessary of these facts (the first two named) 
could be secured with due diligence, and the others (the last two 
named) are not absolutely necessary for a long step in advance in 
municipal budget making. The detail of these features as applied 
to smaller municipalities is described in the article on budget pro- 
cedure by Mr. Mandel, previously referred to. 

12. The Allotment Scheme: It has been advanced by some 
budget authorities that appropriations should not be made for each 
function separately, but for objects of expenditure. At certain 
periods of the year, perhaps quarterly, allotments of these appro- 
priations should be made to the several functional or appropriation 
units within the municipality. Such allotment should be made by 
the body responsible for the presentation of the original estimate to 
the legislative body. It is maintained that such a system would 
permit the meeting of needs not forseen at the beginning of the year, 
and would afford the flexibility which the segregated plan lacks. 
At the same time an adequate accounting and administrative con- 
trol is secured. The proposal has been seriously considered for 
New York City, and was refused by the authorities in Springfield, 
Mass. In Dayton, as is possible in any city with centralized 
authority, most of the advantages outlined are secured through 4 
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less formal budgetary control. The proposal will require empirical 
support before extended adoption may be considered, and most 
American cities have important preliminary steps yet to take. 

18. Bond Budgets: Nothing has been said so far concerning 
7 bond budgets, as in the smaller municipalities it is in general un- 
necessary to consider this feature of city finance from a budgetary 
standpoint. However unwisely the permanent debt of munici- 
: palities has been incurred and liquidated, the fault will probably 
: not be corrected through the budgetary medium. Only a small 
. per cent of cities’ operating income is expended for permanent im- 
provements, and while it is desirable to make a division in the 
) budget between operating expense and capital outlay, it would not 
) be recommended that such capital outlay be carried by long term 
bonds. For example, in every municipality some work done on 
) the streets, sewers, waterworks, fire alarm telegraph, etc., is of a 
: permanent nature, and should be reflected on the city’s general 
) ledger as such. It would be foolhardy, however, that all such 
| expenses be eliminated from the general operating expense to be 
| taken care of by the sale of long term securities. Detail budgeting 
| of bond issues has not come into use since such funds are usually 
spent by contract for specific purposes. 
| 14. Municipal Reports: So far this article has dealt entirely 
. with what may be called the debit side of city financing. There 
has been explained how in small municipalities city officers may be 
charged with a definite city program, and with the funds which 
the taxpayer has advanced for carrying out that program. Of 
equal importance are the methods by which the public officer 
becomes aware of the thoroughness with which his subordinates 
7 are carrying out the duties allotted to them; and the method by 
which such officer may report to the public the results of his steward- 
ship. It is only by the developing and standardization of intra- 
departmental and departmental reports that such credit may be 
: arrived at. Unfortunately, the development of such reports and 
accounts, particularly those dealing with unit costs have not pro- 
ceeded to a point where they may play an important part either in 
budget making or in informing the public concerning the results of 
budget spending. 

Municipal accounting and municipal reporting have not kept 
pace with budget making, and it is necessary to use the methods 
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outlined as an indispensable aid in effecting a more economical and 
effective use of the money resources of the municipality. The 
segregated budget is a necessary expedient until more perfect de- 
_ partmental administration is assured through the adoption and exer- 

¢ise of other methods. 

. Happily, these new methods are being rapidly introduced, 
, The modern budget; modern accounting control over public funds; 
4. , scientific purchasing of city supplies; time sheets and service records; 

cost accounting; adequate health records are not inherent to any 
type of government nor to any size of city; are not necessarily se- 
cured by a new charter; and may be established in any government 
if a sufficient number of citizens desire it. 
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FORMULATION OF THE BUDGET—THE 


NEW YORK CITY METHOD Aaa 

By ADAMSON, ase a 


Director, Bureau of Contract Supervision, City of N New Yi York. 


Because of the peculiar problems in New York City, its budget 
and its budget making methods are more complex than would be 
necessary in the average American city. Nevertheless, some 
description of the New York method of securing estimates of de- 
partmental needs, formulating the budget, and checking expendi- 
tures should prove of value to other cities. 

As an appropriation bill, the New York City budget for 1915 
authorized the expenditure of $198,989,786.52. This amount, how- 
ever, is only the so-called tax levy portion of the budget. In addi- 
tion to this the budget provides a control over expenditures of 
millions of dollars other than funds raised by tax levy or by city 
revenue. 

Up to a few years ago the budget comprehended only appro- 
priations for current administration, operation, and maintenance. 
Today, it covers or controls all appropriations except bond issues 
for the development of the Catskill water supply and the building 
of the subway. Not all of these appropriations are actually made 
in the budget, but the original function of the budget has been 
expanded to give what is believed to be a necessary control over 
expenditures from corporate stock and special revenue bond funds. 
The expenses of administrative operation and maintenance are 
borne chiefly by funds appropriated in the budget and raised by 
tax levy. This is supplemented by city revenue from various 
re sources and in cases of deficiency by special revenue bonds which Toe 
| are redeemed in the budget of the year succeeding the year of their 

issue. The expenses of constructing necessary improvements are 
| borne by the proceeds of bonds known as corporate stock or by 
assessment upon the owners of property benefited by public im- 
provements. 


THE PREPARATION OF ESTIMATES AND THE 7 oo 
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Until six or seven years ago no one thought of corporate stock 
funds and the tax levy budget as having any relation. This was 
a strange blindness on the part of city officials because even as 
early as 1909 the interest, redemption, and installment on the city 
debt amounted to $47,223,078.33. This amount had to be appro- 
priated in the budget. By a singular oversight no one in authority 
seemed to regard it as necessary to place a restriction upon the issue 
of corporate stock or long term bonds. Their point of view was 
that a future generation would have to redeem the bonds. They 
overlooked the fact that every year they were adding millions to 
the budget in the form of interest and redemption. About 1910 
the rapidly growing tax-budget compelled the attention of city 
officials. Since that time the lesson has been gradually learned 
that the annual tax appropriations cannot be controlled unless 
control is exercised also over expenditures from bond funds. 

The segregated form of budget was largely responsible for 
directing attention to the grave danger from uncontrolled bond 
appropriations. A comparison between uncontrolled expenditures 
out of corporate stock and the controlled expenditures out of tax 
levy emphasized the necessity of a control over all funds. 

_ The budget now in force has four chief purposes, as follows: 


1. It determines and appropriates the amounts to be expended for each and 
all the various objects of governmental activity chargeable to tax levy. 

2. It controls by schedules, terms and conditions the expenditure of funds 
other than tax levy. 

3. It provides by segregation, by titles of appropriations, by terms and con- 
ditions and by schedules for the control of tax levy appropriations so that they 
will be expended economically for the necessary purpose of the appropriation. 

4. It serves as a document of publicity by informing city officials, city em- 
ployees and taxpayers of the amounts and the objects of the various appropria- 
tions and it charts in simple form the positions, titles, and salaries provided for 
each function of governmental activity. 


The budget of New York City not only appropriates but guides 
- the expenditure of the appropriations. Its scheduled form of de 
tailed appropriation makes it well nigh impossible for department 
heads to misuse funds or to expend funds wastefully. 

But the greatest improvement in budget making in this city 
in the last five years has not been in the form of the budget itself 
but chiefly in the methods of gathering facts to be used as a basis 
for budget making. Under the old method, department heads 
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would send in their estimates as required by law and just before 
October 31 there would be a more or less perfunctory examination. 
In no case was there a thorough inquiry made into the needs of a 
department. The result was that appropriations were not based i 
on actual necessities. 

During the last five years an attempt has been made to develop 
a budget system based on fundamental facts. Without facts as a 
basis no improvement can be made in administrative methods and 
no intelligent or effective control of municipal activities can be 
exercised by the board of estimate and apportionment which in 
New York is the controlling body. With this in mind we have 
attempted to gather facts and present them in such form that they 
can be applied with best effect to problems of the city government. 

A full description of our machinery for gathering budget data 
would be lengthy. Departmental estimates are prepared on forms 
based on the theory that the main duty of the budget maker is to 
ascertain the amount of money that should be appropriated and 
not to ascertain, as was done in the old days, simply the amount 
that the department head wants to have appropriated. This is a 
very difficult task in a city with great departments, each with many 
and varied functions. 
Our problem deals naturally with seven simple essential ele- 


ments, as follows: 


1, Work. 

7. Prices of tools, supplies, and materials. 


The following elaboration and extension of these seven simple 
factors expresses perhaps more fully the chief things to be con- 


sidered. 


1. Number of units of work to be done. i 
2. Classes of emplovees necessary todo the work. 
3. Number of units of work to be done by each class of employees. 
inn Number of units of work the average employee of each class ought to 3 
orm in a day. 
5. Number of days of work for each class of employee. athe ap a 
6. Rate of compensation for each class of employee. east “il aa 
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7. The kind, quality, and quantity of supplies, materials, and equipment 


necessary for the performance of the work to be done. 


8. Lowest market prices for all the kinds of supplies, materials, and equip- 


ment. 


9, ‘The best methods of performing the work. 


An intelligent coérdination of all these facts forms the soundest 
basis not only for budget appropriation, but for departmental 


administration. 


The department head who knows the volume of work he has 
to do, the classes and the number of employees necessary, the proper 
rate of compensation, the kind and quantity of supplies, materials, 
and equipment and their lowest market prices, has a simple task. 
If we can give him these facts it will not be necessary to show him 
how to do the work. The labor involved in this apparently simple 


problem is tremendous. 


In addition to a study of the work per- 


formed by many thousand employees, there must be an inves- 
tigation into all the needs of the various departments for funds to 


operate and maintain city property. 


The first and most important fact we have to ascertain is the 


volume of work to be done. 


This cannot be determined in all 


cases upon departmental estimate forms but requires a detailed 


study by engineers and examiners. 


However, our forms are devised 


to obtain information showing the volume of work to be done where- 
ever it can be conveniently expressed. We then try to express this 
work in standard units of measure and to classify it according to 


the nature of the thing to be done. 


For instance, on the forms for 


the ‘“ Maintenance of Highways” we endeavor to ascertain, among 
other things, the approximate number of square yards of sheet 
asphalt with a wearing surface of a given thickness that will have 


to be replaced in the coming year. 


On our “ Forage’’ forms we as- 


certain the number of horses that will have to be fed in the coming 
year, the quantity of oats, the quantity of hay, and the quantity of 
_ straw and other supplies used, the unit cost of each kind of supply, 
and the daily per capita cost of feeding horses of each class or 


occupation. 


A careful classification is necessary, as, for instance, 


horses used in the fire department and working only occasionally 
do not require such heavy feeding as the big horses used in the street 


cleaning department which are usually overworked. 
In the last few years there has been a determined effort to — 
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supersede the present scheduled budget with a so-called cost data 


t 
budget. ‘The chief advantage that has been urged for the cost data 
: budget is that it provides a work program. This form of budget is 
still being urged but not by anyone who has an intimate practical 
knowledge of the requirements of the budget. For four years an 
t experimental cost data budget has been made for the Borough of 
| Richmond. This budget has proved a failure and is to be aban- 


doned next year at the request of the Borough President. A report, 
; made September 25, shows an over-expenditure of almost 20 per 
c cent in the highways appropriation in the Borough Richmond, in 
, the first three quarters, leaving a deficit of the same amount in the 
, last quarter. As there was no control in this cost data budget, the 
1 money that should have gone into road materials was to a large 
e extent used for salaries, wages, and the unnecessary employment of 
? teams. 

‘ The main weakness of the cost data budget is that it fails to 
) control expenditures, and its work program is actually not so intelli- 
gent or comprehensive as the work program that forms the basis for 
a scheduled budget in New York City. Emphasis should be put 
upon the fact that the schedule budget is a work program cost data 
budget. A work program is essential as a foundation for any 
intelligent budget, but to this work program we apply cost data 
after determining what cost data are proper. The so called work 
program budget does not analyze cost data but accepts and applies 
the costs of this year as fixing the proper costs for the same things 
next year. 

The unit cost of a thing done does not always represent the 
proper cost. In order to get the proper cost, it is necessary to 
obtain the unit price of the various elements of labor, supervision, 
supplies, material, and equipment, entering into the thing done. 
It is this necessity which governs the forms on which departmental 
estimates are prepared. An example of the weakness of the usual 
cost data is shown by the cost per square yard for certain paving 
work done by five different gangs under different foremen. I have 
in mind a single day’s work for these gangs. The work to be done ap a 
j was identical yet the cost ranged from $1.11 per square yard to ‘ictad 
$1.89. This cost data was worthless on its face because it did not ie 
analyze the cost into the constituent elements. It accepted the 
compound unit cost as final. By going back of the unit cost per ’ ie 
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square yard we find the reason for the difference in cost for doing 
the same thing under similar conditions. We base everything on 
elemental cost data. By this is meant the unit cost of each element 
that enters into the performance of a thing as, for instance, the laying 
of a square yard of asphalt pavement. The fact that it costs only 
$1.70 for laying a square yard of asphalt pavement is absolutely 
useless and misleading information unless we know all the facts 
entering into the cost of laying the pavement. An offhand sum- 
mary of the various elements to be considered in comparing the 
cost of asphalt pavement is as follows: 


. Number of linear feet of new curb set. 
. Number of basins and heads adjusted and cost of same. 
. Character of surface to be stripped and cost of stripping. 
. Character and quantity of foundation to be stripped and cost of stripping. 
. The quantity and cost of adjusting to grade. 
. Cost of rolling of sub-grade. 
. The thickness of new foundation. 
. The proportions of concrete mixture used in the foundation. 
. The thickness of wearing surface. 
. The quality of asphalt. 
. The cost of asphalt. 
. The quality of asphaltic cement. a 
. The cost of asphaltic cement. 
. The proportions of asphaltic mixture. 
. The cost of the broken stone. 
. The cost of sand. 
. The cost of cement. heal 
. The distance of transportation of material. | it | 
. The cost of transportation. 
. The cost of heating materials. Yo 
. The cost of labor. ct 
. The cost of supervision. 
. The extra cost of maintaining traffic without interruption. 
. The area of work done. 
. The conditions under which the work must be done. 
. The time limit for the completion of the work. 
. The cost of guarantee. 
. The character of traffic that the pavement will have to bear as a means 
of determining the cost of guarantee. 

30. The local conditions affecting the performance of the work. 


This looks like a formidable list but, even so, probably three 
or four elements of cost have been overlooked. 


. Number of linear feet of old curb removed and cost of same. a ‘ 
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The in is that one square yard of — may be cheap at 
$2, while another square yard may be high priced at $1. 

Another trouble with compound unit cost data is that it com- 
pares entirely dissimilar things with each other. For instance, I 
have seen comparisons between things as dissimilar as the following: 


1. The cost of laying a square yard of asphalt pavement on a 6-inch founda- 
tion of the richest mixture of concrete with a 3-inch wearing surface of the best 
mixture and finest quality of asphaltic material laid under the most exacting 
conditions in a crowded section of the city where trolley and vehicular traffic 
must be maintained without interruption and where the work must be done in 
one-half the usual time. 

2. The cost of laying a square yard of asphaltic pavement on a 3-inch founda- 
tion of the thinnest mixture of concrete with a wearing surface of less than 2 
inches of poor aspha]t materials laid under the most favorable conditions within 
a short distance of an asphalt plant with no vehicular traffic or trolley to be 
maintained or with no exacting time requirements. 


This is just as bad as comparing the moon with a radish. The 
number of square yards to be done has a marked effect upon the 
unit cost per square yard and the conditions under which the work 
is done will have an even more marked effect. For instance, a 
contractor can lay 10,000 square yards of pavement straight away 
the full width of a street at a much lower price than he can lay 
10,000 square yards of pavement on exactly the same street when 
he is compelled to pave one side of the street while keeping the 
other side open for traffic. 

Moreover, it is essential to a fair comparison that the unit cost 
of compounds be analyzed into simple elements. If the Health 
Commissioner receives a report from hospitals showing that in 
each the daily per capita cost of feeding, treating, and caring for 
patients is $2.10, the very uniformity of the unit cost might con 
vince him that $2.10 was the proper price. Suppose, however, that, 
instead of receiving the report of the compound unit cost, the com- __ 
missioner receives a separate report showing the daily per capita __ 
cost of feeding patients, the quantity in pounds of food consumed, 1s 
the quantity of each article of food consumed, and the cost of each 
separate element of supplies or service. He might find that in one _ 
hospital the cost of feeding patients was 45 cents per day per capita, 
whereas in another caring for the same class of 
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cents per day were supplied with better and more nourishing food 
than the patients fed at the higher cost. The commissioner might 
then, by comparison of the elemental costs, find low prices for each 
element and by insisting upon this cost as the standard in all hos- 
pitals be able to cut the compound unit cost in half. This is not 
an entirely suppositious case. 

The first year we used budget accounting forms on food sup- 
plies we found the daily per capita cost for food ranging from 8 
cents up to $1.20. We found that patients or inmates who were 
being fed at 30 cents a day were receiving better food in some cases 
than inmates or employees whose daily per capita cost for food was 
several times as high. The result was the elimination of many 
luxuries and a vast saving to the taxpayers. I believe the Com- 
missioner of Correction states that the inmates of institutions under 
her care are being fed better now on a 16 cent per capita basis than 
when the per capita cost was much higher. We would never have 
been able to accomplish any reform in the food supplies if we had 
not insisted upon getting the daily per capita consumption of all 
kinds of food. This form of budget accounting points a finger 
directly at strawberries in January or fresh asparagus at Christmas 
time. It also shows up the departmental employees when they 
take the choicest steaks for themselves and leave the poor meat for 
patients. The great amount of detailed information required on 
food supplies has been criticized but the tremendous results accom- 
plished have more than justified the method. Not only has there 
been a very large saving annually but there is now an assurance 
that patients such as those who suffer from tuberculosis will receive 
plenty of the most nourishing foods whereas under the old condi- 
tions no one seemed to realize that there should be a distinction 
between the per capita cost of food consumed in a scarlet fever 
hospital and the per capita cost of food consumed in a tuberculosis 
hospital. 

Going back to the seven simple elemental factors to be consid- 
ered in budget making, I will use as an example the Otisville Sana- 
torium, an institution for the care of tuberculosis patients. Our 
departmental estimate forms show the number of patients to be 
treated, the number of horses to be fed and the repairs, replacements 
and other work necessary for the maintenance of the institution. 
With this as a basis for the work program we determine the number 
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of workers, that is, the number of nurses, physicians, internes, 
hospital helpers, drivers, foremen, carpenters and other employees 
necessary to make the work program effective. 

The determination of the number of workers necessary is based 
upon the volume of work to be done and the number of units of 
work the average employee of each class ought to perform in a day. 
With these facts we can determine the number of days’ work for 
each class of employees. The rate of compensation for each class 
and grade of employees is the next step. In determining this rate 
we apply standard work specifications which form a part of the 
general program of the standardization of salaries and grades. 

Tools or equipment must be considered in connection with the 
yolume of work and the number of the workers. Our departmental 
estimates do not permit departments to request simply a lump sum 
for equipment but require a detailed statement of each kind of 
equipment. The request is always considered in its relation to 
the number of workers. The departmental estimate forms provide 
against waste and over-stocking by a system of inventory and a 
statement of stock on hand. 

The question of the quantity of supplies for the ensuing year 
depends absolutely upon the work program. For instance, the 
quantity of food supplies depends upon the number of persons to be a 
fed, the quantity of motor vehicle supplies depends upon thenumber - 
of automobiles or the mileage, and the quantity of forage supplies : 
depends upon the number of horses and the class of horses to be fed. 

Experience has taught us that we cannot make a lump sum 
appropriation for supplies. Patients used to go hungry in hospitals 
because money that had been appropriated for food supplies under 
# general heading of “Supplies and Materials” was actually spent 
to buy Persian rugs and automobiles. We have found it necessary 
to control such expenditures by classifying the various forms of — 
supplies and making appropriations as follows: 


Forage and Veterinary Supplies. 


Laundry, Cleaning and Disinfecting Supplies. 
Educational and Recreational Supplies. Tie 
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nd Botanical and Agricultural Supplies. a ie 
Motor Vehicle Supplies. 
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General Plant Supplies. 


This sub-classification serves not only to control the expendi- 
ture of appropriations but makes it easier to analyze departmental 
requests. There is a form of departmental estimate for each class 
of supplies and a complete statement with supporting data must be 
made with every request. 

The same principle of subclassification is applied to materials 
which have been classified as follows: 


General Plant Materials. 


This insures that materials appropriated for the repair o 
highways will be used for that purpose instead of being diverted to 
materials for laying parquet floors in the offices of commissioners 
or for other purposes that are not necessary. 

In like ‘manner it has been found necessary to subdivide the 
grand division of equipment into nine subdivisions as follows: 

Office Equipment. 
Medical and Surgical Equipment. 


Live Stock. 


Educational and Recreational Equipment. 
General Plant Equipment. 


The desirability of separating appropriations for equipment 
into these subdivisions may be illustrated by the fact that money 
appropriated for hospital “equipment” and intended for operating 
tables has been used to buy pianos and billiard tables for persons 
connected with the hospital. 

Formerly there was no distinction in the budget between sup- 
plies, equipment and materials. In order to make the budget 
classifications susceptible of practical application it was necessary 
to make arbitrary definitions. These definitions and the classifi- 
cations were intended to compel all articles to fall naturally into 
their proper places. The definitions are as follows: 
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Supplies: Supplies are articles which can be used but once, or which, after 
being used once, show a material change in or an appreciable impairment of their 
physical condition. 

Equipment: Equipment includes all apparatus, machinery, vehicles, tools, 
instruments, furniture, fittings and other articles which can be used over and over 
again without a material change in or an appreciable impairment of their physical 
condition. 

Materials: Materials are articles and substances in a natural or manufac- 
tured state entering into the construction or repair of any building, highway, sewer, 
apparatus, machinery or other equipment. 


The importance of the distinctions is illustrated forcibly in 
our budget work. The fact that a power plant used 10,000 tons 
of coal in 365 days of one year indicates that unless there has been 
some change in conditions, the same quantity of fuel supplies will 
be required in the following year. This is true of practically all 
supplies while the reverse is true of equipment. When the depart- 
mental estimate forms show that 800 beds were purchased last 
year for a hospital with an 800 bed capacity, that on its face shows | 
the Budget Committee that there should be no need for the pur- 
chase of 800 beds the next year. The failure to make these dis- — 
tinctions in the past was responsible for inflated appropriations that 
were wasted. 

In addition to the several classifications already mentioned we 
have special departmental estimate forms for the Contract or Open 
Order Service, as follows: 

Light, Heat and Power. 


Lighting Streets and Parks. ned 

ower. 


Hire of Horses and Vehicles with Drivers. 


Hire of Horses and Vehicles without Drivers. pr nna 
Storage of Motorless Vehicles. 

Storage of Motor Vehicles. 

Shoeing and Boarding Horses, including Veterinary Service. 
Hire of Automobiles. 

Carfare. 


tal 
of : 
to 
| 
1eTs 
the — 
| 
| 
4 
| 
4 
i 
ons 7 = 
up- 
get ¥ 
ary 
sifi- 
nto 


Tue ANNALS OF THE AMERICAN ACADEMY _ 


Expressage and Deliveries, 


Telegraph, Cable and Messenger Service. 

Another advantage of the detailed accounting required on the 
departmental estimate forms is that it shows up departmental 
sore fingers prominently. When this system of budget accounting 
was first installed, the head of a certain department was amazed 
to find that one division in his department was buying kerosene 
oil at 74 cents a gallon while another division was buying kerosene 
oil by the pound at a price of 28 cents. This same department 
found that one division was paying three or four times as much as 
other divisions for its engine oils. 

The first year of the operation of these forms a certain big 
department filled out its estimates on the old fashioned basis. The 
department was required to analyze its request in accordance with 
the new form. This analysis resulted in showing that the depart- 
ment had deliberately padded its requests by 50 per cent in some 
divisions and by 25 per cent in others. The required analysis 
as made by the department itself showed requests for 23 bicycles, 
124 thermometers, and 14 wheelbarrows. The very absurdity of 
these requests served to establish firmly the new system of making 
departmental estimates. Since that time as a result of these methods 
the budget of this same department has been reduced almost two 
million dollars notwithstanding a very large growth in the main 
functions of the department. 

The results to be obtained from a thorough and scientific 
system of budget making are illustrated by the fact that in making 
the 1915 budget a comparatively small group of men engaged upon 
only thirteen of the one hundred and twenty departments and offices 
reduced the aggregate budget of these thirteen departments approxi- 
mately $4,000,000 below the 1914 schedule. One of these thirteen 
departments had in 1914 a budget of approximately $4,000,000. By 
a thorough study and reorganization of this department and by the 
application of proper methods of work performance we were able 
to reduce the budget for 1915 by about one and one half million 
dollars. The commissioner of the department in question insisted 
that this would ruin his department. The form of departmental 
estimate used and the method of investigation followed showed 80 
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Sstacinaty the vast waste in this department that despite the 
very radical recommendations and despite the commissioner’s 
protest, the budget was cut almost in half. Instead of ruining the 
department there was an actual improvement. The department 
has done better work this year than for many years in the past and 
the commissioner himself has requested for 1916 less than half the 
1914 appropriation. 

Another instance of the New York method of. making the bud- 
get is given by the appropriation for lighting public streets and public 
buildings. Year after year it has been necessary to authorize 
revenue bonds to meet deficits in the lighting appropriation. This 
appropriation had increased from year to year until it was approxi- 
mately $5,000,000 in 1914. We made a physical examination of 
lighting conditions and investigated the size, character and location 
of every street light in the city. The result was a saving of almost 
$700,000 in the budget for 1915 and an increase of almost 20 per cent 
in illumination. This was done largely by replacing old fashioned 
gas lamps and costly arc lights with improved nitrogen and tungsten 
lights. This year the same methods are expected to reduce the 
budget for lighting by approximately $300,000 or a total reduction 
of about $1,000,000 in two years. 

The greatest difficulty with which we have had to contend has 
been the general belief that the head of a department knows more 
about this department than budget examiners. After several years 
of repeated proof that intelligent and expert examiners who have 
given close and detailed study to conditions had a better knowledge 
than commissioners who rarely understand the detail working of 
their departments, we have at last succeeded in having the budget 
considered on the basis of facts rather than on that of the opinions 
of department heads. In preparing the budget we try to introduce 
in all departments methods that have demonstrated their superior- 
ity. One advantage that a centralized force of examiners has over 
department representatives is that they are in a position to witness 
the activities of all departments, to contrast the good with the 
bad and to make profitable use of the mistakes of one department 
and the high accomplishments of another. 

The departmental estimate forms are so devised that current 
comparisons can be made between departments and between divi- 
sions of departments, and the best methods selected. The depart- 
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mental estimates themselves form what might be considered a 
negligible part of the work of budget making. With the depart- 
mental estimates as a working basis it is necessary for the examiners 
and engineers to make a very close study of the organization and the 
work of the departments. This requires considerable tact. We 
keep in mind always that the departmental engineer who has been 
building sewers for twenty five years knows the duties of his posi- 
tion probably as well as we know our own but we endeavor tactfully 
to show him that there are other engineers building sewers and 
repairing highways with better results at less cost. 

The departmental estimates are prepared usually by clerks of 
the various divisions. These clerks use as a basis for their request 
the estimates given them by heads of bureaus, heads of divisions, 
engineers, foremen, and others. The experience data are taken 
from the records of the department. 

Estimates are required by law to be submitted to the Board of 
Estimate and Apportionment on or before September 10. The 
final budget must be made on or before October 31. There is such 
a short time between September 10 and October 31 that it 
would not be possible to gather all the essential facts to prepare 
recommendations, hold hearings and print the budget in that time. 
Accordingly it is necessary to make the budget work continuous 
throughout the year. Examiners and engineers are already familiar 
with conditions in departments when the estimates are received. 
They proceed immediately to apply their knowledge of conditions 
and to analyze the requests. Usually the examiners go over every 
item with representatives of the departments and then write in their 
recommendations in the proper column on the estimate forms. 

After the estimates have been analyzed, recommendations are 
made and a summary placed upon forms known as “committee 
sheets.”” These committee sheets carry complete comparative 
data concerning every account to be considered. On these sheets 
reasons are given for the various recommendations. 

Hearings on the budget are held and the committee sheets are 
given to the members of the Budget Committee to assist them in 4 
better and quicker understanding of the recommendations than 
_ otherwise would be possible. The argument of the department 
representatives is heard and in cases of disagreement the facts are 
discussed thoroughly by the committee. After the completion of 
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a hearings on all departments a tentative budget is printed 
and a public hearing held to consider this tentative budget as a 
whole. Representatives of the various civic associations, tax- 
payers’ associations and others usually appear and argue for and 
against certain appropriations. If the arguments at the public 
hearings convince the members of the board of estimate and appor- 
tionment that the tentative budget should be changed in any partic- 
ular the change is made, and, then, after a very careful checking as 
to the accuracy of the budget, it is “nies and signed on October 
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The Mayor's Estimate 
ay: Ve While the charter requires the Mayor to prepare and submit to 


BUDGET MAKING IN CLEVELAND 

By Mayo Ferster, 

Secretary of the Civic League of Cleveland. 


In the city charter of Cleveland adopted in 1912, all financial 
administration is consolidated in one department. Under the 
director of finance are brought together the formerly separate and 
independent departments of auditor, treasurer, assessments and 
purchases. He is given authority to prescribe the methods of 
keeping accounts in all departments and controls the form of finan- 
cial reports to be rendered by each. He appoints all bookkeepers 
and other employees charged with keeping books of account in all 
departments. He is made responsible for the proper custody of 
public moneys and is required to see that all expenditures are kept 
within the appropriation. He prepares the blanks on which the 
heads of the several departments submit to the _— their detailed 


requests of each year’s expenses. 


the council the mayor’s estimate covering the estimated expenses of 
all departments and divisions of the city government for the year, 
in practice the director of finance prepares this estimate. There 
are, of course, frequent conferences with the Mayor and heads of 
departments, but the estimate is essentially the work of the director 
of finance. 


ee The mayor’s estimate, according to the charter, must contain: 
pear (a) An itemized estimate of the expenses of conducting each department. 


(b) Comparison of such estimate with the corresponding items of expendi- 
ture of the last two years. 

(c) Reasons for all proposed increases or decreases. 

(d) A separate schedule showing the things which each department must do 
during the year and things which it would be desirable to do if possible. 

(e) Items of pay roll increase as either additional pay to present employees, 
or pay for more employees. 

(f) A statement from the director of finance of the total probable income of 
the city from all sources. 
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(g) The amount required to meet the interest on city debt and for sinking 


(h) The total amount of outstanding debt with a schedule of maturity of 
bond issues. 


This estimate must go to the council by the middle of Novem- 
ber. The council is then required by the charter to prepare “at 
once” the appropriation ordinance based upon the mayor’s estimates. 
] This ordinance is printed for general distribution and public hearings 
must be held. These hearings may be before the regular appro- 
priations committee or before the council sitting as a committee of 
| the whole. The report of the committee which is in effect the second 
7 reading of the ordinance, must be printed in the city record with a 
separate schedule setting forth the items asked for in the mayor’s 
estimate and refused or changed by the council, and the reasons for 
each such refusal or change. The council is prohibited from passing 
the ordinance until fifteen days after its publication or before the 
first Monday in January. 

Under the charter, the council has full power to increase, 
decrease, reapportion or reject items in the mayor’sestimate. There 
is nothing in the charter which compels them to follow closely the 
mayor’s estimate. The only specific limitation on the council in 
this respect is that in the preparation of the appropriation ordinance, 
the council shall ‘‘use the mayor’s estimate as a basis.’”’ The 


; council can depart as far as they please from these estimates and 
recommendations, both in items and amounts. 

: It will be seen that, in the main, the charter provisions prescribe 
f a well devised plan for modern budget procedure. It enables the 
, mayor of the city to get before the council a clear and concise state- 


ment of the year’s transactions; a complete and accurate statement 
of the present financial condition of the city, and a definite and or- 
derly outline of the work to be undertaken during the next fiscal 
. year. It enables him also to present to the public an understand- 
able picture of the city’s problems and activities. As a plan of 
budget procedure, it is fairly complete. The question is: How is 
the plan working in actual practice? 

In answering this question, it is necessary to keep in mind one 
of the broad general principles established in the Cleveland charter. 
f The charter attempts to make a clear cut division between legisla- 
tive and administrative functions. Upon the council, of course, is 
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conferred all legislative powers; but it is strictly limited to legislative 
duties and is specifically prohibited from interfering with the admin- 
istrative departments in any way, especially in the matter of appoint- 
ments and the fixing of salaries, except the salaries of its own mem- 
bers:and those of heads of departments. The fixing of salaries js 
an administrative duty which is specifically conferred upon the 
Board of Control, consisting of the mayor and the heads of depart- 
ments. 

Early in October of each year, the director of finance sends to 
the heads of the several departments the regular form blanks with 
the request that they prepare their estimates on these forms. The 
blanks are accompanied by a standard code of classification pre- 
pared by the finance department, and the several departments are 
requested to prepare their estimates on the basis of the classifica- 
tion. This insures uniformity of budget requests. These depart- 
mental estimates must be in the hands of the director of finance by 
_ November 1, when he proceeds with the preparation of the mayor’s 
estimate. 

The arrangement of the items in the mayor’s estimate by the 
director of finance has led to a direct violation of the charter pro- 
visions. The charter distinctly provides that the board of control 
shall fix the salaries and compensation of all officers and employees, 


and the sections covering budgetary procedure purposely omit 


any suggestion which might give the council authority to fix in the 
appropriation ordinance the salaries of any officer or employee, 
except heads of departments and members of the division of police 
and fire. Yet the council committee in the public hearings on the 
_ appropriation ordinance has not only fixed definite salaries, but has 
considered the supposed efficiency or inefficiency of men in the 
administrative service. The director of finance is, in the main, 
responsible for this violation. Instead of following the directions 
laid down in the city charter, and arranging his code classification 
‘so that all appropriations for personal service would be made not 
in items but in lump sums, he provided in his classification of ex- 


i penditures not only for the itemization in many cases of salaries 


_ under the heading “Supervision,” but gave such salary items 4 
number. This makes each such item a specific appropriation which 


_ the board of control has no power to increase, decrease or reappor- — 


tion without authority of council. 
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t the public hearings in January before the appropriations 
ittee, councilmen who have not yet given up the practice of 
seeking to control the administration indirectly, tried to enforce 
their views by attacking certain of the supervision items. For 
example, when the question of the appropriations for the division 
of smoke abatement was under consideration, the chairman of the 
appropriations committee declared that the chief smoke inspector 
was not only inefficient, but that he was actually persecuting some 
of the councilman’s constituents in an outlying ward, and for that 
reason he favored revising the salary item of the chief smoke inspec- 
tor. The discussion continued for some time, and finally the 
mayor was compelled to appear before the committee to defend 
not only the salary item but to make clear to the committee that in 
his opinion the chief smoke inspector was an efficient officer and was 
enforcing properly the smoke abatement ordinances. This absurd 
procedure, of course, was wholly contrary to the clear intentions of - 
the city charter, but the councilman gained his point, the appro- 
priation was greatly reduced and, as a result, the chief smoke inspec- 
tor resigned his position. 

The same course was pursued in the division of public recrea- 
tion, but the commissioner accepted the reduction and the council 
failed to secure his resignation. 

The disposition of the council committee to meddle with the 
salaries of individual employees finally became so serious that the 
mayor asked for a joint meeting of the committee and the board of 
control in order to arrive at some working basis. The director of 
law and the mayor at this meeting explained fully the requirements 
of the city charter and the intention to take from the council the 
authority to fix salaries, but the director of finance expressed his 
disapproval of the plan laid down by the city charter, and urged 
that the appropriation ordinance be framed according to the plans 
laid down originally in the mayor’s estimate. The conference ended 
without any change being made, the appropriation ordinance was 
passed in its original form, and thus by the mere arrangement of 
the items in the mayor’s estimate, the council has used the appro- 
priation ordinance as a cloak for interfering with the administration 
by fixing salaries, although specifically prohibited by the charter. 

The fixing of salaries in the appropriation ordinance is not only 
contrary to the charter, but is contrary to the best practices in 
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budget making. It takes away from the administrative officer 
discretion and responsibility, reduces him to a position of dependence 
upon the council, and leaves the salary items so inflexible that 
changes which will tend to promote economy and efficiency in the 
administration cannot be made except by ordinance. The counejl 
must, of course, exercise the power of finally determining the amount 
of money available for the various divisions, but no legislative body 
can, in the hurry of passing the appropriation ordinance, anticipate 
all of the conditions which are likely to arise in the actual expendi- 
ture of the money. For that reason, the salary items should be in 
lump sum and not in detail. The schedule should, of course, con- 
tain all of the detailed information necessary to give the council a 
clear conception of the objects of the appropriations, but these need 
not be a part of the salary items in the appropriation ordinance. 

The city has been in unusually straitened financial circum- 
stances since the new charter was adopted, and the chief concern, 
both of the mayor and the city council, has been to keep the appro- 
priations within the estimated income. The mayor’s estimate cuts 
off a million or more from the departmental estimates, and then 
the council is forced either to reduce the estimate another million 
in the appropriation measure or to resort to short time loans. In 
spite of this pruning, the city’s expenditures have exceeded its 
income by $1,500,000 in the last two years. 

It has been suggested that the charter be amended so as to 
limit the authority of the council in appropriations to the power 
to decrease but not to increase or otherwise change the items in the 
appropriation bill. This, of course, would prevent administrative 
interference or meddling with salaries, but it would so reduce the 
function of the council as to make it a governmental body of small 
importance. Moreover, the duty of making appropriations is 
essentially a function of the legislative body and belongs to the 
council. This is especially true in a form of government such as 
has been adopted in Cleveland, where the policy-determining 
function has been so fully divorced from the administrative. 

The public hearings attending the preparation of the appro- 
priation ordinance are especially illuminating. Each department 
presents its own needs. The director and his commissioners appear 
and explain in details the items in the departmental requests and 
proposed expenditures with the preceding year’s 
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expenditures and activities. A clear and convincing argument must 
be presented in order to avoid a cut by the committee. The only 
defect in these public hearings is the absence of an active and vigor- 
ous minority on the committee, intent upon probing deeply into 
the expenditures; but that is not the fault of the system. 

On the whole, the budget procedure outlined in the Cleveland 
charter has worked out satisfactorily in practice with the one excep- 


‘ion noted above. 
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BUDGET MAKING IN CHICAGO 


aig! 

Professor of Political Science, University of Chicago; Member of Chicago City 
Council. 


oe Appropriations for public expenditure in the city of Chicago 
are made by the city council with the approval of the mayor. The 
mayor has also a veto power over specific items contained in the 
appropriation bills. This veto may be overidden by a two-thirds 
vote. Furthermore, the statute requires that the annual appro- 
priation bill shall be passed during the first quarter of the fiscal 
year. Preliminary estimates of departmental needs for the ensu- 
ing year are presented to the controller on blanks prepared and 
sent out by him for this purpose. These estimates are received by 
the eomptroller, revised and transmitted by him to the finance 
committee of the council. This body is composed of fifteen mem- 
bers appointed by the council itself. The chairman receives a 
salary of five thousand dollars a year and devotes the greater part 
of his time to the duties of this office. The finance committee, 
after a series of sessions covering ordinarily a period of about two 
months, recommends a budget to the entire council. During this 
period, hearings are held at which heads of departments, bureaus, 
city employees and interested citizens appear and present argu- 
ments. The budget transmitted to the council by the finance com- 
mittee is considered by the council in committee of the whole and 
then by the council in regular session. In recent years the budget 
has been passed practically as recommended by the finance com- 
mittee, although some additions are usuaily made by log-rolling 
methods. And in the last two years, budget increases have been 
made following the veto of the mayor upon items which he regarded 
as insufficient for departmental purposes. In the main, however, 
the budget passed is substantially the budget of the finance com- 
mittee. In 1911 a log-rolling campaign increased the committee’s 
budget by nearly two million dollars, but on the final vote, the over- 
loaded budget failed to secure the necessary number of votes for 
passage, and ey the whole a was re-referred to the 
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finance committee and subsequently passed substantially as it was 
when originally introduced. In 1915 the budget was increased 
about $100,000 as a result of various successive motions on the part 
of different aldermen, but after two days of this procedure, a motion 
was made to eliminate all such increases and this was carried by a 
decisive majority. 

In 1910 the segregated budget system was adopted by the 
finance committee of the city council as the result of a reeommenda- 
tion made by the Commission on City Expenditures. The organ- 
ization of this system and its installation were under direction of 
Mr. Herbert R. Sands, who was employed by the commission for 
that purpose. Prior to this time there had been a budget very 
inadequately subdivided under certain broad general heads. For 
example, although salaries were set out separately in most instances, 
they were frequently grouped in large sums. The same thing was 
true of the amounts allowed for the purpose of supplies and equip- 
ment. The following two items will illustrate the old system. 

For the bureau of streets, the sum of $2,017,540 was appro- 
priated under the following title: 

For the removal and disposition of garbage, street and alley cleaning, repair 
of improved and unimproved streets, sidewalk repairs. Salaries of yard men to 
be $75.00 per month and the wages of laborers $2.00 perday. Expenses of repair- 
ing improved and unimproved streets to be paid from the wheel taxes. 

Again, in the police department $205,000 was appropriated in 
the 1909 budget under the following title: 

For repairs and renewals of wagons and harness, replacement and lifestock, — 
police telegraph expense, rents, renewals repairs equipment hospital service, print- 
ing and stationery, secret service, light and heat, twenty-five more horses and 


equipment for mounted police and for repair Hyde Park station, also for other 
miscellaneous expense. 


The new budget plan provided for a detailed segregation of 
items previously grouped together. Instead of a lump sum of 
$2,000,000 for the bureau of streets, under the new budget system 
was classified as follows: 

1. Ward supervision other than salaries. (Amount allowed each ward set 
Up separately. ) 

2. Cleaning streets and alleys. 


c. General supplies. 


b. Hire teams, horses and carts. 
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a. Wages. 
b. Hire teams, horses and carts. (Amount allowed each ward a up 
separately.) 
a c. Material for repairs and replacements by departmental repair. 
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3. Removal of garbage, ashes and refuse. aT 

ire teams, horses and c ‘ 


c. General supplies. 
4. Repairing sidewalks. 


(Street labor charged to another account. ) 


_ This scheme has subsequently been modified in some particu- 
lars as a result of practical experience. 

Furthermore a code number was given each separate account, 
leaving in the hands of the controller the power to make necessary 
changes in such code numbers. Accounts were set up in the con- 
troller’s office with corresponding code numbers, thus making it 
impossible to exceed the amount authorized by the appropriation 
bill. In this way, it was made possible for the controller to keep 
an effective check over the particular appropriations. The 1915 
budget provides, for example, (section three) 


That the comptroller and the heads of the other departments and bureaus 
and offices of the city government shall administer the amounts appropriated in 
this bill by standard accounts as specified by the account numbers; designations 
of which may be amended or altered by the city controller to suit the needs of 
the particular classification and grading in the financial manual of the depart- 
ment of finance, in which is specified details of commodities, service, benefits and 
claims chargeable to such standard accounts respectively. And they are hereby 
prohibited from incurring any liabilities against any account in excess of the 
amount herein authorized for such account, and from changing any wage item, 
salary herein, and from incurring any liability which will necessitate a transfer 
from any appropriations for salaries or wages in their respective departments 


Practical experience has shown the meed of modifying this system 
in some particulars, but in the main, the segregated budget plan of 
1910 remains in operation. 

One of the first difficulties in any budget system arises from 
the need of securing a greater flexibility in expenditures. Trans- 
fers from one account to another may easily undo the entire intent 
and purpose of a carefully itemized budget. The original system 
contemplated such transfers and provided that they could be made 
upon the recommendation of the comptroller through the finance 
committee on the approval of the council. In actual practice, how- 
over, —— er is found in effectively checking demands 
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for transfers of funds. If a particular bureau or department de- 
sires to conceal a juggling of the funds, it is at times very difficult 
to detect the real purpose. The amounts of these transfers are 
considerable and cover important operations. During the year 
1914 they aggregated $1,002,844. These items are of course scruti- 
nized by the comptroller and by the chairman of the finance com- 
mittee and approved by the council. 

One of the practical difficulties of budget making in Chicago is 
the formation of an appropriation bill which will not exceed the 
estimated revenue of the city. It has been the custom for a num- 
ber of years to appropriate all the probable receipts of the city from 
taxation, licenses and all other sources, and then to exceed this by 
a considerable amount. In the year 1914 the amount of over ap- 
propriation was $3,178,644. In 1915 there was an over appropria- 
tion of $2,740,765. This means of course that two million con- 
tained in the appropriation bill will not actually be expended unless 
the city draws upon some surplus existing at the beginning of the 
year available for that purpose. Some of the items appropriated 
that will not be expended during the year are very clearly evident, 
as for example, the formal appropriation for a bridge which un- 
doubtedly will not be completed during the year. In most in- 
stances, however, it is not at all clear which items are to be expended 
and which are to remain paper items. There is what is called “hot 
air” in the appropriation, but it is never possible to localize it at 
the time the budget is passed. The effect of this over-appropria- 
tion is vicious, since every department head or bureau head knows 
that there is insufficient money to meet the amounts appropriated, 
and there ensues inevitable competition between the departments. 
Those expending their money early are sure of their appropriation 
allowance. Those who are frugal and saving may discover at the 
end of the year or towards the close of the year that the amount 
they have saved has been expended by others. In other words, a 
premium is put upon hasty action and extravagance on the part of 
the departments. It is literally true in dealing with. over-appro- 
priated budgets that the early bird gets the worm. Those who 
survive are not the most frugal, but those who are most liberal in 
anticipating their needs. Of course, the controller’s office can and 
does to some extent check this tendency, otherwise the retreat 
would become a rout. This check is by no means effective, how- 
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ever, and leaves much to be desired in the way of public economy, 
It has been proposed that some limitation be placed upon the 
amount that is to be expended by a given bureau during any one 
month or during a quarter of the year, and it is probable some 
change will be made within a short time. The practical difficulty 
with this plan lies in the seasonal nature of much of the work of the 
municipality and the difficulty of accurately forecasting the seasonal 
needs of all such municipal agencies. 

The state statute requires that each municipality in Illinois 
shall pass an annual appropriation bill during the first quarter of 
the fiscal year. The practice has been in Chicago to pass the budget 
late in January or early in February. In 1915, the budget was 
passed on February 8. However, numerous supplemental appro- 
priations are made. During the year 1914 these amount to $500,- 
000. These have been justified partly on the ground that they 
were emergencies and partly on the ground that the law applies 
only to the appropriation of revenues obtained from taxation and 
not receipts from licenses, fees, interests, rents and other sources. 
In 1915 the city treasurer refused to honor warrants based upon 
these supplemental appropriations and suit has been brought in 
court to determine the intent of the state law. The lower court 
has rendered a decision that favors the practice adopted by the 
city for the many years, that is, of making supplemental appro- 
priations where necessary in the judgment of the city council. If 
such supplemental appropriations were not permissible, it would 
be necessary either for the city to make unusually liberal appro- 
priations for specific departments in order to cover possible needs 
during the year, or to provide a large contingent fund which might 
be drawn upon from time to time. 

In Chicago during the last five years the chief impulse towards 
economy in appropriation has come from the city council. Sin- 
gularly enough, the council has taken more interest in administra- 
tive efficiency and economy than the administration itself. It has 
been necessary for the council to investigate the expenditures of 
various departments and recommend administrative changes, and 
further for the council to oppose attempts on the mayor’s part to 
increase the annual appropriation. This has made the task of the 
finance committee doubly great. The various departments under- 
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and increase their appropriations. As the chairman of the finance 
committee said one day, a department head asserted to him “I 
will slip it over on you anyway. If I can’t get the money this way, 
I will find out another way.”’ This is not true of course of all, or 
perhaps a majority of the departments. In some instances there 
has been close coédperation between the departments and the ap- 
propriating body. 

The mayor of Chicago, although not a member of the finance 
committee, has from time to time been in attendance upon the 
meetings of the finance committee. This was not done by Mayor 
Dunne or Mayor Busse, but has always been the practice of Mayor 
Harrison. His presence in the committee room tended to increase 
appropriations rather than bring them down. Furthermore, the 
mayor’s vetoes of budget items were made not because they were 
excessive, but because in his judgment, they were inadequate. In 
1914 the mayor increased the budget $250,000, of which, however, 
only one hundred thousand was allowed. Ordinarily the executives 
haveendeavored torestrain the extravagant tendencies of the council 
and this has lead in numerous cases to the removal of the appro- 
priating power from the council altogether. In Chicago, however, 
the council retains in full its original function of an appropriating 
body, namely, checking demands for expenditure made by the 
crown,—in this case, by the executive. I remember a few years 
ago in a budget making debate, an occasion when one of the alder- 
men suggested that certain items should be passed, because, as he 
said, you can put those items up to the mayor and he will veto such 
of them as he considers excessive, if the city’s finances will not war- 
rant them. I took the position that the power to make appropria- 
tions and supervise them is a function which the city council could 
not possibly delegate, but which they must most vigorously protect; 
and in this I was sustained by a large majority of the aldermen. 

For many years the council felt the need of expert assistance 
in making the budget. In 1910 Mr. Sands aided in installing the 
segregated budget system and in subsequent years, different mem- 
bers of the efficiency division of the Civil Service Commission were 
helpful in sifting budget items. The finance committee felt, how- 
ever, that more permanent assistance was necessary and, conse- 
quently, recommended last July an ordinance creating a board of 
standards and apportionment, which was passed by the city council 
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but has been vetoed by the mayor. This board was to consist 
of the chairman of the finance committee, the controller and 
three members of the finance committee selected by that body, 
The duties of the board would be to sift out the preliminary esti- 
mates of the departments and prepare a tentative budget for sub- 
mission to the finance committee, and after the budget was passed, 
to supervise appropriations. It would be their duty to make such 
investigations or inquiries as were necessary for checking expendi- 
tures and to make constructive recommendations to the committee 
for the promotion of economy and efficiency in the use of public 
funds. ‘There has been much discussion as to whether such an or- 
ganization would be placed under the civil service commission, under 
the controller, or under the finance committee. There is probably 
no exclusive answer to this question, but in Chicago where the im- 
pulse to economy and efficiency comes from the council, the need 
of such a body immediately responsible to the representatives of the 
people i is plain. 
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Pt. I, Book II. Budgets and budgetary legislation, pp. 103-218, 
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Nebraska. Legislative reference bureau. Reform of legislative procedure and 
budget in Nebraska. 1914. 
New York. Department of efficiency and economy. State Budget Report, 1914. 
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Bureau of pubiic efficiency, Chicago. Methods of preparing and administering the 
budget of Cook county, Illinois. Report No. 1, Jan. 1911. 
Analysis of the present methods and suggestions for improvement. 


Form of budget, pp. 3-10. 
Submitting budget estimates, pp. 21-37. 
Passing the budget, pp. 28-30. 


Recommendations, pp. 34-53. 
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Baltimore, Maryland. Bureau of state and municipal research. Baltimore 
Budget, The. Report No. 2, Jan. 18, 1913. 

Pt. 1. Study of the ordinances of estimates from 1900 to 1913. Pre. 

__ sents the problems of municipal administration in simple form, stripped of 

detail and technical phraseology, in order that these problems may be 
understood by the citizen. 

Ordinance of estimates: Summary of the budget appropriations for 

_ 1915, classified in accordance with the uniform-municipal-expenditure clagsi- 
fications of the United States census bureau. Baltimore Municipal Journal, 
Dee. 4, 1914, pp. 1-8. 
Description of the plans and explanation of the purposes of the new 
budget system, p. 2. 

Beard, C. A. American city government. Century Co., N. Y., 1912. Pp, 
143-157. 

Boston, Massachusetts. Finance commission. Budget, The. Reports and 
Communications, v. 9, pp. 22-26. 

Communication to the mayor and city council in relation to the 

adoption of a segregated budget for the city of Boston and the county of 

Suffolk, Oct. 31, 1914. Reports and Communications, v. 10, pp. 199-211. 

Report comparing New York and Boston budget systems, and 
making recommendations. Boston City Record. Nov. 7, 1914, pp. 1048- 
1050. 

Braddock, J. H. Efficiency value of the budget exhibit. The Annals of the 

American Academy of Political and Social Science, May 1912, pp. 151-157. 
An article showing the value of budget exhibits as an educative factor 
in arousing public opinion. 

Braddock, J. H. New York city budget exhibit. Twentieth Century, Dec. 1911, 
pp. 117-122. 

Bruére, Henry. New city government. D. Appleton & Co., N. Y., 1912. 

Ch. 7: Budget-making, pp. 171-204. 

Bruére, Henry. Address at the opening of the budget exhibit in Ossining, N. Y. 
Mar. 1, 1913. 

Bureau of economy and efficiency, Milwaukee. Guide tv exhibit and a review 
of the bureau’s work. Loan exhibit of the census bureau. Milwaukee's 
budget exhibit, Auditorium, Nov. 27—Dec. 3, 1911. Bulletin No. 9, 1911. 

Bureau of municipal research, Cincinnati. City’s Annual Budget, The. Report 

No. 1, Mar. 31, 1911. 
Explains the necessity for scientific budget-making, with recommenda- 
tions for its gradual adoption by the city. 

Bureau of municipal research, Dayton. Appropriations for the fiscal half year, 

ending Dec. 31, 1913. 

A brief classification of the Dayton budget for the information of the 
citizens as to the sources of the city’s revenues and their expenditure. 
“This innovation met with the approval of the council committee, and for 
the preparation of the appropriations . . . such uniform sheets for 
making financial requests were officially printed and distributed to the 
departments.” 
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Saas of Municipal Research, Dayton. Budget classification, 1915. Report, 
Oct. 1914. 
The approved classification for the Dayton budget, published at ee 


request of the city manager. ein 
—— Budget of the city of Dayton, The. 1914. an 
Explanation, pp. 10-11. The estimates are divided into four groups: —_— 


Administration, operation, maintenance, capital outlays. 
Bureau of Municipal Research, Memphis, Tenn. Budget, city of Memphis, 1910. 
[Memphis, E. H. Clark & Brother, 1910.] 
Bureau of Municipal Research, New York, N. Y. Budget [survey]. City ed 
county of Denver: survey, 1914, pp. 533-540. ae 
How should public budgets be made? Report No. 23, Oct. 15,1909. 
A simple exposition of budget reform for the average citizen. ‘‘The 
segregated, classified budget, is the indispensable basis for intelligence i in 
city planning, in applying business principles to government, and in using © 
wisely the initiative, referendum and recall.”’ Four changes needed: 
(1) Changes in the steps of budget-making; 
_ (2) Changes in the form; 
<a (3) Changes in the restrictions on post-budget expenditure: bedget 
segregation; 
(4) Changes in the attitude of the general public toward the budget. 
—— Making a municipal budget: Functional accounts and operative statistics 
for the department of health of Greater New York. Report, No.9, 1907. 
Describes the need for publicity given by a budget system, and gives a ‘a . 
history of the inquiry by the bureau into the New York city health de- 
partment which brought about the establishment of the budget system— 
as an illustration of the methods of municipal research and its opportunities 
for civic improvement. 
Brief for segregated budget, 1906, pp. 34-35. 
—— Methods proposed for fixing responsibility in exercise of financial control 
inthe Toronto survey. Municipal Research, No. 34, Mar. 14, 1914. 
—— Municipal reform through revision of business methods, New York. 
Bulletin, No. 25, July 1910. 
Budget, p. 49. 


—— New York city’s needs for a financial program: one which will ia. 
plans for improvements and borrowings. Municipal Research, No. 59, Mar. 
1915, pp. 211-239. ap 

— New York’s kindergarten. Efficient Citizenship, No. 384, Oct. 1910. i“ 

Announcement of New York budget exhibit, Oct. 1910, with newepaer : 
comment. 

—— Next steps in the development of a budget procedure for the city of 
Greater New York: a report. Municipal Research, No. 57, Jan. 1915, pp. ; ne@ ‘ 
5-141. 

Contains: Letter of transmittal; Constructive proposals, Discussion 
submitted to the board of aldermen by the board of estimates; Suggested 


forms of collateral and supporting documents. 
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Bureau of Municipal Research, New York, N. Y. Organization and busines 
methods of the city government of Portland, Oregon. 1913. 

“The budget,” pp. 71-91. 

St. Louis, a preliminary survey of certain departments of the government 

of the city of St. Louis, with constructive suggestions for changes in organiza- 


“Criticism and constructive suggestions with respect to the preparation, 

form and voting of the annual budget,” pp. 79-88. 

What should New York’s next comptroller do? ‘‘The business issue of 
the next administration.”’ Oct. 1, 1909. 

Chase, H.S.. Accounting as the basis of publicity. National Municipal League: 
Conference for good city government and meeting of National Municipal 
League, 1908, 337-347. 

Budgets and balance sheets. National Municipal League: Conference 

for good city government, 1910, pp. 214-229. 

Chicago, Illinois, Civil Service Commission. Report on appropriations and ex- 
y penditures, Bureau of streets, Department of public works, city of Chicago. 
Uniform standards and percentages for ward estimates and appropriations. 
Chicago, [Western newspaper union, 1912.] 

Report on the budget of educational estimates and expenditures, 

Board of education, Feb. 27—May 2, 1914. 

Reports on the Bureau of streets, Department of public works, 

city of Chicago. Methods, systems, standards and schedules of service 

—bases of estimates and appropriations—administrative questions, organ- 

ization of the Bureau of streets and of other departments having similar 

activities. (Chicago, H. G. Adair, 1913.] 

Cleveland, Ohio. Chamber of commerce. Committee on city finance. Muni- 
cipal accounting report, No. 2; recommendations for an improved city budget. 
1911. 

Mayor’s annual budget, 1915. Cleveland City Record, Nov. 25, 1914, 

pp. 1193-1255. 
First budget submitted under the provisions of the new Cleveland 

ey “home rule’’ charter, giving expenditures for 1914 and estimates for 1915 

in paralle] columns. 

Cleveland, F. A. Municipal administration and accounting. Longmans, Green 
& Co., 1909. 

Ch. 6: Principles of budget-making, pp. 67-84. 

Clow, F. R. Comparative study of the administration of city finances in the 
United States, with special reference to the budget. Macmillan Co., for 
American Economic Association, 1901. 

Columbia, District of. Public Library. Municipal budget. Social Service Bulle 
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Cromwell, George. Successful budget-method protest, illustrated by extracts 
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_ York city. Engineering News, Nov. 26, 1912, pp. 279-283. 

the New York city budget. 


a 282 THE ANNALS OF THE AMERICAN ACADEMY _ | 
2 
4 
=e 
= 
a 
— 


F 


15 


asc 


Bupcer REFERENCES 283 


Denver, Colorado. Budget investigating committee. Report. Rocky Mountain 
News (Denver), Dec. 3, 1914. 

The committee consists of tax-payers and business men. It recommends 
a $700,000 cut in the budget. 

Durand, E. Dana. Finances of New York city. Macmillan Co., N. Y., 1898. 
Pt. 2, Ch. 10: The budget and city expenditures, pp. 253-254. 
Eggleston, D.C. Municipal accounting. New York: Ronald Press Co., 1914. 

Passim, esp. Ch. 5: Budget-making as a means of control. 

—— Municipal cost system, A. Journal of Accountancy, Dec. 1911, pp. 
573-587. 

Fairlie, John A. Municipal accounts and statistics in continental Europe. 
National Municipal League, Proceedings, Rochester, 1901. Philadelphia, 
1901, pp. 282-301. 

“Budget procedure”: pp. 282-285; 297-298. 

Fetherston, John T. Efficiency in budget-making. Engineering Record, Nov. 9, — 
1912, pp. 511-512. 

Folks, H. Social significance of New York’s budget. Charities, Nov. 30, ae, 
pp. 1108-1112. 

p A brief treatment of the social results secured by the improved od 

system in New York. “As the real tone and purpose of an individual are 

[3 most truly indicated by his expenditure of his annual income, so the real 

tone and purpose of an administration are indicated most clearly by its 
apportionment of the people’s money.” 

Foree, H. D. New York city municipal finance and accounting under the 
charter. Journal of Accountancy, Aug. 1911, pp. 241-261. 

Garland, Robert. City budget, The. Dec. 1, 1914. Chamber of commerce, 
Pittsburgh, Pa. 

Goodnow, F. J. Limit of budgetary control. American Political Science Review, sate 
Feb. 1913 (sup.), pp. 68-77. mane 


Municipal government. Century Co., N. Y., 1909. 
“City expenditures”: pp. 369-372. 
Hadley, W.B. Municipal accounting. Journal of Accountancy, May 1914, pp. ye < 
355-363. 
Herrick, A. Budget as a means for control of expenditures. Journal of Ac-— ey: aes 
countancy, April 1911, pp. 414-418. 
—— Importance of the municipal budget as a means forthe control ofexpen- 


ditures. Journal of Accountancy, Apr. 1911, pp. 414-418. 
Hess, Ralph H. Cost of government in Minnesota and analysis of municipal a 7 
receipts and disbursements, The, being chapters 22 and 23 of the Second 
biennial feport of the Minnesota tax commission, St. Paul, Minn., 1910. 
Pp. 229-304. 
Hinckley, T. L. Budge: exhibits and municipal engineering displays. Engi- 
neering Record, Dec. 2, 1911, pp. 661-662. 
Howe, F.C. Modern city and its problems. Charles Scribner’s Sons, an , a 
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League of American municipalities. The book of American municipalities, in 
reference to what is what in our cities; an authentic summary of civic progress 
and achievements. Chicago, Municipal information bureau, 1910, 
Lindars, F. W. Segregated budget as applied to municipal engineering work, 
_ The. Municipal engineers of New York, Proceedings, 1912. New York, 
«1913. Pp. 129-149. 
Discussion: pp. 150-161. 


Mason, C. P. Preparation of the budget. National association of school ac. 
counting officers; Report, 1914, pp. 45-58. 
ae, bs Discusses budgets and budget-making and points out the difference be- 
¥ tween the American and European forms of budgets. 
ar i a Massachusetts. Bureau of statistics. Municipal bulletins No. 1-4. Boston, 
1910-1911. 4 v. 
ae Meloney, W. B. New confidence game. Everybody's magazine, Jan. 1911, pp. 
50-51. 
ae Journalistic account of the new municipal confidence game—budget- 


making—as an advertising stunt. ‘The city of New York—the greatest 
of all municipal proving grounds.” 

Municipal budget as a community program, The. National Municipal Review, 
Jan. 1913 (sup.), pp. 13-16. 

Municipal Journal. New York budget exhibit. Oct. 12, 19, 1910, pp. 50l- 
503; 537-540. 

National association of comptrollers and accounting officers. Report of the Com- 
mittee on municipal budgets, June7,1912. (Proceedings,1912. Providence, 
1912, pp. 66-79.) 

National municipal league. City finances, budgets and statistics. Proceedings, 
Buffalo, N. Y., 1910. [Philadelphia.] 1910. Pp. 473-489. 

Report of the committee on municipal budgets. National Municipal 
Review, Jan. 1914, pp. 218-222. 

National Municipal Review. New York municipal budget exhibit. Jan. 1912, 
pp. 131-132. 

New York. Comptroller’s office, State. Uniform system of accounts for second 

class cities: the form of the budget, the procedure to be followed in 

budget-making and the classification of appropriations. Bureau of municipal 

accounts, Comptroller’s office, 1912. 

Describes the uniform system prescribed by the State Comptroller for 
second class cities in New York, according to law, with sample form of 
budget. 

Budget-making procedure, pp. 2-3. 

Classification, pp. 3-8. 

Sample budget, pp. 8-85. 

“A municipal budget is the formal, complete, final statement of the 
proposed financial plan for a fiscal period, comprising the authorized muni- 
cipal expenditures for that period correlated with the estimated revenues 
and other means of meeting such expenditures.” 

New York, N. Y. Board of estimate and apportionment. Budget News Bulletin, 
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New York, N. Y. Board of estimate and apportionment. Departmental esti- 
mates for budget, 1913, 1914, 1915. Supplements to New York, N. Y., city 
record. 

New York, N. Y. Borough of Richmond. Efficiency and economy in relation 
to budget methods. 1912. 

New York, N. Y. Bureau of municipal investigation and statistics. Yearly tax 
budgets of the city of New York and how the funds therefor are raised. 
May 1915. 

New York, N. Y. Comptroller’s office. Comparative analytical tables of the 
budget appropriations of the city of New York, 1899-1908, also arraying 
the revenues and expenses of the Water department and Docks depart- 
ment, with other data relating to the city’s finances. [New York, M. B. 
Brown Press, 1908.] 

Comparative tables classifying and grouping, according to func- 

tion or general purpose, the budget appropriations of the city of New York 

for 1908 and 1909. Supplemented by similar tables for years since consoli- 
dation; together with other comparative tables refunded debt and assessed 

valuations. [New York, M. B. Brown Press, 1909.] 

Department of finance. Business of New York city, The; where the city 

gets its money and how it spends it. Budget appropriations; 1910 tax levy 

and collections; funded debt; debt limit; assessed valuations, etc. [New 

York, M. B. Brown Printing and Binding Co., 1911.] 

Tables and statements summarizing the operations of the city 
treasury and of the sinking funds for the year ended Dec. 31, 1910, together 
with comparative tables of budgets, funded debt, etc. [New York, M. B. 
Brown Printing and Binding Co., 1911.] 

New York, N. Y. Municipal reference library. List of books on accounting 
and budget-making. Bulletin, Sept. 1913. 

New York times annalist. Two hundred million dollar city budget, A. In 
Nov. 9, 1914. 

Pennsylvania, University of. Wharton school of finance and commerce. City 
government of Philadelphia, The. A study in municipal administration, 
Philadelphia, Wharton school of finance and economy, 1893. Publications of 
the University of Pennsylvania. Wharton school studies in politics and 
economics, June 1893. 

“The budget” : pp. 221-225. 
Powers, L. G. Budget provisions in commission governed cities. The ip 


of the American Academy of Political and Social Science, Nov. 1911, pp 
798-807. 

Discussion of up-to-date budget methods, illustrated by commission- 
governed cities. ‘‘ Defective budgets” usually result from preparing those 
documents in sections at different times. 

——. Essentials of a good budget from the viewpoint of the statistician, The. 
National association of comptrollers and accounting officers, —— 
1911. Washington, D. C., 1912. 


Discussion: pp. 54-74. 
—— Municipal budgets and expenditures. National municipal lr ated 
Proceedings, Cincinnati, 1909. [Philadelphia] 1909. Pp. 258-272. y 


a 
, 
- 
AA a 
| 
aah 
“ 
n, 
st 
4 
l- 
al 
AS 
n 
al — 
of 
- 
vig 
> 


4 


Tue ANNALS OF THE AMERICAN ACADEMY | 


Prendergast, W. A. Budget classifications. Explanation indicating the articles 

| which belong to each classification, and giving the definition of “Supplies,” 

‘ _ “Equipment,” and “Materials,” as used in the 1913 budget. [New York, 

_-- M. B. Brown Printing and Binding Co., 1914.] 

ae New York city finances. National Municipal Review, Apr. 1913, pp. 
221-229. 

St. Louis, Missouri. Bureau of revision of accounts and methods. Special 
report of the comptroller, Apr. 15, 1913. St. Louis, Buxton and Skinner 
Stationery Co., 1913. 

Budget: pp. 8-9, 19-20. 

Municipal] reference branch, Public library. Municipal revenue: budget 

items. 1915. 

San Francisco, California. Board of supervisors. Finance committee. Report 
on budget estimates, 1914-1915. San Francisco Recorder, May 2, 1914, 
pp. 7-9. 

Sands, H. R., and F. W. Lindars. Efficiency in budget-making. The Annals 

sof the American Academy of Political and Social Science, May 1912, 


pp. 138-150. 
Suggestions for efficient budget-making, by the members | of the eas 
York bureau of municipal research. Len 
1. Standard form of budget, pp. 139-145. 
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Sayles, Mary B. Budget and the citizen, The. Outlook, Sept. 1909, onl 28, 
1909, pp. 1048-1059. 

a Describes the work of the New York, N. Y., bureau of municipal research 
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BOOK DEPARTMENT 


GENERAL WORKS IN ECONOMICS 


0.9" Notes 


Brooks, T. J. Markets and Rural Economics. Pp. 396. Price, $1.50. New 
York: The Shakespeare Press, 1914. 


This book ranges the whole gamut of rural economics and marketing. It 
deals with agencies controlling price; the exchanges; codperation ; selling of differ- 
ent commodities, such as fruits, live stock, tobacco, peanuts, grain and cotton; 
rural credits; home ownership; and the cost of living. The best chapters are 
those dealing with the exchanges, codperation, and sales methods. The book 
attempts to popularize its contents. This is often done by comparisons, ranging 
all the way from Greece, “‘the darling of the ancient world,” and Rome, who 
“founded, built, conquered, ruled—debauched and died,” to the Battle of Tra- 
falgar, and Napoleon’s conquests. Platitudes hold concourse with fallacies, as 
to wit, “Analyze these conditions and tendencies, young man of America, and 
study what they mean. More of the rural population are to be started to farther 
aggravate over-urbanism. You must face the future whether you wish to or 
not.” 


C. L. K. 


Duranp, Epwarp D. The Trust Problem. Pp. 145. Price, $1.00. Cambridge: 
Harvard University Press, 1915. 


This book brings together under one cover a series of articles which appeared 
in the Quarterly Journal of Economics during the year 1914, and contains as an 
appendix all the federal laws relating to trusts. The subject matter is well indi- 
cated by the Chapter headings. These are: The Necessity of Prohibition or 
Regulation; The Possibility of Preventing Combination; Difficulties of Regulat- 
ing Combinations; The Alleged Advantages of Combination; The Trust Legisla- 
tion of 1914. The conclusion of the author, who, as secretary of the Industrial 
Commission, has had unusual opportunities in this field, is that the trust move- 
ment is essentially artificial in its nature. By resort to general reasoning 
(adequate data are lacking for a scientific study of the facts) he endeavors to show 
that the alleged economies of the trust form of organization are unimportant. 
Price regulation, in addition, is found to be very difficult. Naturally, therefore, 
the author finds himself approving the principle of the trust legislation of 1914, 
though venturing in an able discussion of this measure to criticize it in several 
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Hosson, C. K. The Export of Capital. Pp. xxv, 264. Price, $2.00. ager 
York: The Macmillan Company, 1914. 


The present European war, with the consequent liquidation on our cniutiggn 
of American securities, has stimulated interest in the question of international _ 
investments, some aspects of which this volume exhaustively treats. While 
available figures do not warrant definite statistical conclusions this work is valu- _ 
able as throwing needed light on the advisability, in a national sense, of the — 
exportation of capital. Its principal value is as a carefully worked out estimate _ 
of the extent of British foreign investment during 1870-1912, while its detailed — 
history of this use of capital shows the causes of the rise of London to the position _ 
of the world’s financial center. Little additional insight is given into the effects — 
of foreign investment. 

R. R. 


Moors, Henry Lupweii. Economic Cycles: Their Law and Cause. Pp. viii, 
149. Price, $2.00. New York: The Macmillan Company, 1914. 


In this book Professor Moore has attempted to determine the law and cause _ 
of economic cycles by the application of the statistical method. He begins with oe 
the hypothesis that there must be some physical cause at work to account forso 
general a movement as alternate periods of depression and prosperity. The — 
most fundamental need of man being food, it is possible that this physical cause 
is in some way related to the food supply. He first investigates the question as 
to whether there is a periodicity in the annual amount of rainfall and chooses data 
from the Ohio Valley and Illinois as being most representative, among available _ 
data, of the crop-producing area of the United States. He discovers cycles of 
approximately thirty-three and eight years in the annual rainfall of these sections. 
These cycles are then correlated with crop yields and a close relationship estab- 
lished. 

The further analysis of his problem consists in relating the physical yield of 
the crops with their value and finally with cyclical changes in the activity of — 
business and in general prices. He thus makes the law of cycles of the crops the _ 
law of economic cycles. a 

Professor Moore repeatedly cautions throughout his essay that the laws Ps 
states are at first only proximate laws and must wait for their authentication 
until similar studies have been made for other places and other times. Y a 


Nearinc, Scorr. Income: an Examination of the Returns for Services Rendered — 
and from Property Owned in the United States. Pp. xxvii, 238. Price, $1.25. 
New York: The Macmillan Company, 1915. 


Peppie, J. Tartor. First Principles of Production. Pp. 231. Price, $1.75. 
New York: Longmans, Green and Company, 1915. 
On page 20, the author names four “factors” of production; (1) nS 
(2) labour, (3) establishment charges, (4) profit. He does not show clearly, 
however, the “principles” mentioned in the title. He writes, on page 81, “To om. 
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dwell on the aims of Industry would be futile.” Possibly so; but it would haye 
been well if he had considered those aims before he wrote most of this work and 
published the whole. He identifies production and manufacturing technique, 
also large profits for British manufacturers and national prosperity, thus following 
popular usage. 

The book is a collection of pamphlets, pleading vaguely for the more extended 
use of chemical research in British industry, and for governmental aid in the 
training of industrial chemists. The time-worn moral is drawn from German 
experience. The subject and its treatment have been common enough in the 
popular magazines of this country—not so common, perhaps, in Great Britain. 
Appended to the author’s work, are several articles and addresses by a few British 
scientists and a steel manufacturer. All lead to the same general conclusion, that 
the closer application of chemical research to British industry will bring increased 
profits to British manufacturers, and, consequently, greater glory to the British 
Empire. The whole book is a negligible contribution to recent literature of 
“efficiency” and of mercantile, imperialistic patriotism. 


MONEY, BANKING AND FINANCE 


Reviews 


Ma, Yun Cn’v. The Finances of the City of New York. Pp. 312. Price, $2.50. 
New York: Longmans, Green and Company, 1914. 


_ New Yorkers may not consider themselves complimented by Dr. Ma’s com- 
parison of former New York financing with that of China, but they may at any 
rate appreciate his efforts in analyzing the financial practices now followed. His 
treatment is divided into four parts, viz., scientific budget making, the system of 
taxation, the city debt and control of revenues, and expenditures under the new 
system of accounting. 

The author very clearly and effectively emphasizes the necessity of segrega- 
tion of budgetary estimates “as regards both the function to be performed and 
the objects of the expenditure,” showing its numerous advantages. This is fol- 
lowed by a description of the preparation and examination of budgetary estimates 
and a discussion of the procedure of hearing, voting, funding and administering 
the budget. 

The chapter on real estate taxation is one of the best brief treatments of the 
subject that has ever been brought to the reviewer’s notice. Other taxes are 
discussed briefly in a single chapter. Discussion of the city debt occupies three 
chapters. Control of revenues and expenditures is treated in four. 

The first and last sections of the book are the best. In them the collection 
of subject matter is valuable and the analysis clear and convincing. Thesame 
may be said of the chapter on real estate taxation although in it the author adopts 
too readily the view that there must be a separation of state and local taxation. 
The section dealing with the city debt presents clearly the two leading classes of 
loans, shows the evils of past methods of borrowing and describes the new methods 
of financing. The treatment, however, is not symmetrical, giving, for example, 
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an undue amount of space to the high standing of New York City bonds in the _ 
investment market and to the factors determining bond prices. Throughout the 
volume secondary references are frequently given when a reference to the sources 
would have been much more convincing. = = 

M. -Parrerson. 


Doraiswami, S. V. Indian Finance, Currency and Banking. Pp. lxxxvi, 176, 
Price, $1.00. Mylapore, Madras: Published by author, 1914. “P 


The author describes and criticizes the currency system of India. A gold 
currency in addition to the present somewhat nominal gold standard and a central 
bank are the leading changes advocated. = _ 

Goutp, Ctarence P. Money and Transportation in Maryland, 1720-1765. Pp. 
176. Price, $1.00. Baltimore: The Johns Hopkins Press, 1915. 1 


Haic, Ropert Murray. A History of the General Property Taz in Illinois. Pp. — Sy 
235. Price, $1.25. Urbana: University of Illinois, 1914. 


Dr. Haig surveys the history by periods with special stress on present con- 
ditions, closing with a discussion of defects and proposals for reform. 
E. M. P. 


Herrick, Mrron T. Rural Credits. Pp. xix, 519. Price, $2.00. New York: 
D. Appleton and Company, 1914. 


Land credit and codperative credit are the headings of the two main divisions 
of the book. Under the first topic the authors discuss general principles and then 
explain in successive chapters land credit organizations in Germany, France, 
Italy and other countries. More space is very properly given to Germany than — 
to any other country, especial attention being devoted to the Silesian landschaft. 
France and the Credit Foncier are next in importance. German methods also 
receive the larger amount of space in the discussion of codperative credit in the 
second part of the book, separate chapters being devoted to the Schulze-Delitzsch , 
banks and to the Raiffeisen system. 

Occasional repetitions are probably due to the joint authorship and detract _ 
but little. The chief merits of the volume are its comprehensiveness, since it _ eee 
covers a very wide field in a relatively small space, and its clarity of statement. 

Few writers on this particular subject have been so successful in presenting to __ 
American readers a clear picture of foreign practice. 


ee 


EMP 
Hiccs, Henry. The Financial System of the United Kingdom. Pp. x, 218. Price, 
$1.60. New York: The Macmillan Company, 1914. ae 


There have appeared in recent years a number of valuable studies of the ae” % 
fiscal system, until now the American student finds it much easier to === 
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inform himself on British finances than those of the United States. This volume 
is, however, a valuable addition to the available material. The author’s inti- 
mate acquaintance with the English Treasury has especially qualified him for 
his task and he has performed it thoroughly. Each branch of the work is han- 
died in a separate chapter. 

The author has himself indicated the main criticisms which may be passed 
upon his work in the statement which he makes in the preface: “‘ The present 
work is too condensed to be interesting. It must suffice for the present if it is 
found to be useful.” E. M. P. 


Proceedings of the Eighth Annual Conference under the Auspices of the National 
‘Taz Association held at Denver, Colo., Sept. 8-11, 1914. Pp. 499. Madison: 
National Tax Association, 1915. 


At this conference the federal income tax and land taxation in western Canada 
received special attention. Other papers were of a rather miscellaneous nature 
with the emphasis somewhat on problems in the western states. Important re- 
ports were presented by the committee on double taxation and situs for purposes 
of taxation and by the committee on increase in public expenditures. 

E. M. P. 


Tanoorra, Vincenzo. Trattate di Scienza della Finanza. Vol. I. Pp. xxxii, 
884. Price, L.20. Milano: Societa Editrice Libraria, 1915. 


This volume is divided into seven books. The first two consider the general 
theory of public finance and public expenditures, and the remaining five introduce 
the subject of public income. 

E. M. P. 


Weser, Apotr. Depositenbanken und Spekulationsbanken. Pp. xvi, 375. Price, 
10M. Miinchen: Verlag von Duncker and Humblot, 1915. 


In this second and revised edition relatively few changes have been made. 
The old arrangement of subject matter has been retained and very few of the 
author’s conclusions have been modified. Further study by the author and the 


investigations of others have merely confirmed the opinions expressed in 1902. ° 
E. M. P. 


4 «wee 
Reviews 
Buiackmar, Frank W. and Jonn Lewis. Outlines of Sociology. Pp. 
viii, 586. Price, $2.00. New York: The Macmillan Company, 1915. 


This work is really an enlarged edition of an earlier work, Blackmar’s Ele- 
ments of Sociology, which it follows essentially in scheme of division and method 
of treatment. There are seven parts to the book, treating of the nature and im- 
port of sociology, social evolution, socialization and social control, social ideals 
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history of sociology in the order named. The divisions suggest roughly the 
character of the material discussed. The authors have aimed to make the book 
meet the requirements of a text for college teachers and the needs of the general 
reader interested in the subject. Each chapter is followed by a small number of 
references to supplementary reading and a list of questions and exercises. 

In designing a text for elementary college requirements and the use of the 
general reader, the authors have done their work well. There is a good deal of 
illustrative material, concrete and easily understood by the average student, and 
it is fairly well arranged. This quality of concreteness is a commendable fea- 
ture. The book does not meet the needs of the advanced student since it con- 
tains nothing distinctively new or original. Giddings’ definition of sociology is 
followed pretty closely and some material is borrowed from Ross. The authors 
make no claim to completeness of treatment. The reader is directed along the 
general lines of the development of sociology and certain movements of society 
and the laws which govern them. The book fulfills in a fairly satisfactory way 
the stated purpose of the authors, which is a useful and timely one. 

Ewemor, Sepa. Problems of Community Life. Pp. ix, 180. Price, $1. Ps 
New York: Thomas Y. Crowell Company, 1915. ts 


Papers and Proceedings of the Ninth Annual Meeting of the American Sociological 
Society on Freedom of Communication held at Princeton, N. J., December — 
28-31, 1914. Pp. vi, 202. Price, $1.50. Chicago: Chicago University 
Press, 1915. 


Resp, Susan Marrua. Church and the State, 1691-1740. Pp. 208. Price, 
$1.05. Urbana: University of Illinois, 1914. 


Trawicxk, A. M. (Ed.) The New Voice in Race Adjustments. Pp. 
Price, 75 cents. New York: Student Volunteer Movement, 1914. 
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4 POLITICAL AND GOVERNMENTAL PROBLEMS 
| Reviews 
Haves, Hammonp V. Public Utilities: Their Fair Present Value and Return. 


Pp. viii, 207. Price, $2.00. New York: D. Van Nostrand Company, 
1915. 


This volume was intended to supplement the work by the same author on | 
Public Utilities: Their Cost New and Depreciation. It is not an authoritative dis- 


and public service commissions, with footnote references to their decisions, such — 
&8 Whitten’s Valuation of Public Service Corporations or Reeder’s Validity of Rate 
Regulation. On the contrary, it is a clear, well-argued, mature presentation of 
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what the author conceives to be a line of reasoning which should be followed by 
those whose duty it is to ascertain the fair present value of a property after an 
appraisal has been made, and all necessary information has been obtained. 

The author places much reliance upon a comparative statement of the rates 
and net returns of other companies doing substantially the same business in the 
same state. It is refreshing to find an author who is ready to attach to com- 
parative statements the value they merit. But when they are to be used as an 
important link in the chain of reasoning in valuation, they may be utterly unre- 
liable. Thus it is evident at the present time that either those electric companies 
and public plants which have as a maximum charge 3 cents per kilowatt hour are 
wholly wrong, or else the vast majority of private companies which are essaying 
to maintain a maximum of 10 cents per kilowatt hour are exacting exorbitant 
prices. If the latter should be the case at all, it is clear that the average rate 
charged in any state for substantially identical service for electric current is 
quite in excess of a fair rate, and that net returns are therefore probably also in 
excess of a fair return. Such being the case, it would certainly be fallacious to 
use such comparative rates and returns as a basis for determining fair value, 
however valuable they may be as a basis on which a given city could reach a 
judgment that its particular rates are exorbitant. 

Undue emphasis, however, should not be placed on this point, as such em- 
phasis would tend to destroy confidence in the book. For the book, as a whole, 
is much sounder than much of the literature that has appeared in this field. 
Thus, the author very clearly points out that the reproduction-cost-new theory, 
which has so many impetuous champions among corporate experts, often results 
in a value wholly unfair to the public. He is likewise quite convinced, and very 
properly so, as is evident to those who are acquainted with what corporate experts 
are essaying to prove before public service commissions, that over-head charges 
are often exorbitant, and that “nothing has brought greater discredit upon other- 
wise careful work in appraisals than the arbitrary addition of percentages to 
represent over-head charges. All who have had experience in making valuations 
to find the replacement cost of a property know upon what little evidence most 
claims for the percentages added as over-head charges are based.’’ The author 
does not believe that unearned increment should accrue to the fair value of all 
undertakings at all times, and the conclusion he adopts pertaining to unearned 
increment in land particularly would lead ultimately to the recognition that no 
unearned increment should accrue to the present fair value of any utility property. 

On the whole, the discussions of this book are sound, and are eminently worth 
the consideration of all interested in public utilities. It is probably the fairest 
and best considered discussion of valuation that has appeared to date. 

Crype Lynpon Kine. 
University of Pennsylvania. 


Howe, Frevertc C. The Modern City and Its Problems. Pp. x, 390. Price, 
$1.50. New York: Charles Scribner's Sons, 1915. 


Dr. Howe’s contributions to the study of municipal problems occupy a unique 
No writer has contributed so much 
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toward the development of a fruitful social point of view. The present work 
is but one of a series of volumes in which the author has developed the new view- 
point in municipal affairs. It is the logical complement to the series of volumes 
in which The British City, the Beginning of Democracy, The City: The Hope of 
Democracy, and European Cities at Work mark successive steps. In ail of these 
works the author gives a position of secondary importance to questions of ad- 
ministrative organization, and deals primarily with municipal functions and the 
manner of their performance. Throughout his discussion of municipal activities 
the author shows the keenest appreciation of the many ways in which the city 
affects the daily life and welfare of the inhabitants. His deeply-rooted demo- 
cratic beliefs, combined with his broad democratic sympathies, enable him to 
portray the possibilities of municipal action when dominated by a spirit of social 
sympathy. 

Although the present work contains chapters on the City and the State, 
Municipal Home Rule, The City Charter, and The Organization of German and 
British Municipalities, the most characteristic and valuable chapters of the book 
are those deal!ng with Municipal Housing, Recreation, and the Problem of Lei- 
sure, and the City as a Social Agency. Although we now have a voluminous 
literature on most of these subjects, it would be difficult to find any work in which 
a clearer and more inspiring picture of the possibilities of municipal action is 
presented. 

No better basis for instruction in municipal institutions has been presented 
than that contained in this work. It combines the merit of accurate presentation 
of fact with an inspiring picture of the possibilities of social betterment. The 
effect on the student’s mind is not only to arouse an interest in municipal affairs, 
but to awaken a desire to become an — — - contributing toward com- 
munal welfare. 


Lyncu, Joun R. The Facts of Reconstruction. Pp. 325. Price, $1.50. New 
York: The Neale Publishing Company. 


This account of the reconstruction in the southern states is interesting mainly 
because of the fact that it is written by a negro, and by one who, like Frederick 
Douglas, won considerable recognition from the white race and was not an incon- 
spicuous actor in events which have materially influenced his people. He was a } 
member of Congress during the heated presidential contest between Tilden and 
Hayes and presents a new, and for his race, unexpected view of some features of 
this struggle. He served as temporary chairman of the Republican National 
Convention of 1884 and later as a federal employee, Fourth Auditor of the United 
States Treasury. 

The work has decided limitations not indicated in its title in that it is pivoted 
on the reconstruction experience of Lynch’s native state, Mississippi, and can 
searcely be said to be typical of other states, such as South Carolina or of the 
entire South. As far as the author’s own knowledge of facts there goes, it makes 
some contribution to the general story which has been more fully and carefully 
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recounted by Garner, Dunning and others. The purpose of the book, aside from 
the facts described, is to show that the enfranchisement of the black men at the 
South was not a mistake on the part of Congress, that the reconstructed state 
governments were neither a failure nor a disappointment, and that the fifteenth 
amendment to the Constitution was neither premature nor unwise. That this 
is an uphill task the author asserts when he condemns all of the writing of “the 
last quarter of a century about Reconstruction” as opposed to these dicta, and 
brands the authors of these writings for making it their “primary purpose” “to 
prevent the publication of those things that were commendable and meritorious” 
in this work of reconstruction by Congress. Nevertheless the book deserves to 
be read for its directness and fearlessness and as another instance of the literary 
capacity of a people who have already given us the writings of Frederick Douglas, 
Booker T. Washington, Paul Dunbar and W. E. B. DuBois. 
J. C. 
University of Pennsylvania. 


Upprke, Franx A. The Diplomacy of the War of 1812. Pp. vii, 494. Price, 
$2.50. Baltimore: Johns Hopkins Press, 1915. 


This volume, consisting of the Albert Shaw Lectures on Diplomatic History, 
1914, gives a complete account of the diplomatic controversies with Great Britain 
preceding the War of 1812 and of the negotiation of the treaty of peace at Ghent 
in 1814. The similarity of some of the difficulties existing at present between 
the United States and European nations to the difficulties existing previous to 
the War of 1812 lend a timely interest to Professor Updyke’s work. The book 
is well written; constant references to source material are given; there is a care- 
fully prepared index. 

It is unfortunate that some errors have been made in the chapter on neutral 
trade, especially with regard to the treatment by the British government of cargoes 
of foodstuffs shipped from the United States to France. Professor Updyke’s 
statement on page 67 leads one to think that after August 18, 1794, such cargoes 
were seized indiscriminately without any provision for compensation. As a 
matter of fact, such seizures were for the time being discontinued. Furthermore 
the Jay treaty contained an article, which the author fails to mention, that in 
case foodstuffs were at any time to be seized as contraband, they were to be paid 
for. The statement on page 71 that the twelfth article of the Jay treaty pro- 
hibited American vessels from carrying certain articles produced in the British 
West Indies to any part of the world except to the United States also contains 
an error. American vessels were prohibited from carrying these articles (cotton, 
sugar, etc.) to other parts of the world, not only if they were produced in the 
British West Indies but also if they were produced in the United States. Jay, 
of course, did not know that the South was beginning to export cotton. Never- 
theless it was this prohibition that made the twelfth article of the treaty absolutely 
unacceptable. 


T. W. Van METRE. 
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— Rowanp G. Pan-Americanism. Pp. xix, 466. en: $2.00. New 
York: The Century Company, 1915. 


This is in many respects an extraordinary book. Whether one agrees or 
disagrees with the conclusions reached, the array of facts and the way in which 
they are marshalled command attention and hold the interest of the reader from 
cover to cover. It is impossible even to attempt a summary-of the wide range 
which the author’s discussion of the subject has taken. The book is, in brief, 
as he himself designates it, ‘‘a forecast of the inevitable clash between the United 
States and Europe’s victor.” 

Although Dr. Usher attempts to present the pros and cons of the different 
aspects of the question, it is evident that he is firmly convinced of the necessity 
of preparedness for the great conflict which he believes the future has in store for 
the United States. It is hardly necessary to present the argument in detail, as 
it is based on the same premises which have been impressed upon the American 
public time and again by ex-President Roosevelt, Senator Lodge and the writers 
who have followed their lead. 

In his discussion of Pan-Americanism in its relation to American foreign 
policy, the author does not draw a very encouraging picture. In spite of many 
acute and accurate observations concerning the attitude of the people of Latin 
America toward the United States, one cannot help but feel the author’s lack of 
first hand acquaintance with the situation. He attempts to generalize for all of 
Latin America on a great mass of topics which will not admit of generalization. 
Racial, economic, political and social conditions are so widely divergent in different 
parts of Latin America that the attempts at generalization contained in this book 
are at times misleading. To correct them, however, would require the writing 
of another book. 

The great value of Dr. Usher’s book is in its stimilus to serious thought and 
reflection on the foreign policy of the United States. 

L. = Rowe. 


Notes 


Forp, Henry Jones. The Natural History of the State. Pp. viii, 188. Price, 
$1.00. Princeton: Princeton University Press, 1915. 


This volume, as its title implies, lies in the border zone between biology and 
political science, and attempts to apply the Darwinian theory, as modified by 
later critics, to the origin and development of the state. The general point of 
view is that the state, as the original form of organized society, precedes the exist- 
ence of man as a rational human being, the distinctive traits that characterize 
man being the result of social life. Aristotle’s dictum that “man is a political 
animal” is, therefore, strictly upheld, as is his account of the historical order of 
development. In support of this theory, data are drawn from biology, psychology, 
linguistics, and anthropology. The book supports a modified form of the organic 
theory of the state, and in its implications strongly opposes the individualistic 
attitude toward state functions and natural rights. 


R. G. G. 
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Pue.ps, Eprra M. (compiled by). Selected Articles on Federal Control of Inter- 
_ state Corporations (2d and enlarged edition). Pp. xxx, 240. Selected Arti. 
les on the Monroe Doctrine. Pp. xxviii, 253. Selected Articles on The 
Recall, including the Recall of Judges and Judicial Decisions (2d edition, 
revised and enlarged). Pp. xlviii, 273. Price, $1.00 each. White Plains, 
= New York: The H. W. Wilson Company, 1915. 


Saurtierr, FLaver and Otmstep, Freperick Law. Carrying Out the City Plan. 
Pp. ix, 349. Price, $2.00. New York: Survey Associates, Inc., 1914. 


This is a reliable, authoritative discussion of the methods actually employed 
and prescribed by law or legal custom in different parts of the United States in 
acquiring land for public purposes, in distributing the cost of public improve- 
ments, and in other proceedings essential to the proper shaping of our growing 
cities to the needs of their inhabitants. These matters are discussed under the 
captions, the public ownership of land, the acquisition of land, the distribution of 
the cost of land acquirement, excess condemnation, the use of the police power in 
the execution of a city plan, and the work of administrative agencies in the execu- 
tion of a city plan. One hundred and twenty-five pages are taken up with the 
appendix, which gives legislation and decisions, and extracts from a report on 
English and Continental systems of taking land for public purposes. The volume 
is well indexed. 

This volume will probably take first place among the medium-sized reference 
works, dealing with the legal phases of land acquisition by the public, city plan- 
ning, billboards, building regulations, condemnation of land, excess condemna- 
tion, excess taking, special assessments, and heights of buildings. As indicative 
of the need for public ownership a table is cited (p. 15), showing that of 537 public 
sites, acquired by New York City from 1812 to 1900, 91 had increased in value 
less than 25 per cent up to 1908, whereas 96 had increased over 500 per cent, 196 
from 101 to 501 per cent, and 154, 25 per cent to 101 per cent. The discussions 
on special assessments are particularly suggestive and valuable. The discussion 
of excess condemnation is one that will be informing to all a of municipal 

Tsompson, C. Mitprep. Reconstruction in Georgia. Pp. 418. Price, $3.00. 
New York: The Columbia University Press, 1915. 


Toutmin, Harry Ausrey. The City Manager. Pp. xi, 310. Price, $1.50. 
New York: D. Appleton and Company, 1915. 


This is a clear and interesting presentation of the actual plans for the city 
manager or commission manager form of government as it has been worked out 
in those cities where it has been adopted, particularly Dayton, Ohio; Staunton, 
Va.; Springfield, Ohio, and Hickory, N. C. Some proposed plans such as the 
Lockport proposal are also discussed. 

It. is probably the best presentation of this new type of city government 
that has yet been made. Mr. Toulmin is a resident of the city of Dayton and 
was instrumental in getting the city plan adopted there. He has availed him- 
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self of the —- to study at first hand both the regulations for and 
against the plan as well as the actual results that are being and can be secured 


through it. 


C. L. K. 


Ancet,, Norman. America and the New World State. Pp. x, 305. Price, $1.25. 
New York: G. P. Putnam’s Sons, 1915. 


Mr. Angell’s chief purpose in this work is to urge the people of the United 
States to take the lead, at the close of the present war, in the establishment of a 
) new policy of international relations, which shall have for its goal the formation 
of a Concert of Nations. 

The plan is the familiar one of uniting the nations of the world into a society 
for mutual protection from aggression, the influence of all to be used against any 
one recalcitrant member. The author suggests that the decrees of such an in- 
ternational society be enforced not by military strength, but by organized non- 
) intercourse with the offending country. The United States, when the war ends, 
will face the alternative of taking the leadership in the initiation of such a system, 
or of taking her place in another era of rivalry in increasing armaments. 

As a presentation of the need for an international world state, the work is 
strongand clear. Asa plea for American leadership in international organization, 
it offers no solution of the difficulties in the way of such a plan. The difficulty 
of enforcing an international boycott against a country, the fact that many 
nations would have little to fear from such a boycott, the likelihood of the nations 
breaking up into rival groups, the case of a nation attacking another with military 
force—all these problems are unanswered. 

The purpose is rather to develop public opinion in favor of the plan by point- 
ing cut the futility of war. In this lies the value of the work. Every discussion 
of international peace leads to the conclusion that it will be secured only if all the 
peoples of the civilized world have come to regard war as useless, reprehensible, 
and intolerable, and have determined to end it. 


University of Pennsylvania. 
Seron-Watson, R. W.; Witson, J. Dover; Zmern, Atrrep E. The War 


and Democracy. Pp. xiv, 390. Price, 80 cents. New York: The Mac- 
millan Company, 1915. 


This illuminating book is interesting for two reasons: first, because it presents 
the very one-sided British attitude toward the war, and second, because it is 
written for the purpose, avowed in the preface, of educating the citizenry of Britain 
in the causes and issues of the war. 

The “nationality” theory of the organization of political states is discussed 
in the first chapter and defines with excellent clearness one of the issues for which 
1 is fighting. It furnishes an interesting contrast to the theory of the eco- 
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It is a practical, common-sense type of book. a 
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nomic organization of political states and is chiefly valuable for the clearness 
with which the British case is stated. 

The frankly apologetic character of the book is revealed in chapter five on 
Russia, in which political issues, or political organization, are disregarded and the 
character of the Russian people is presented as a justification for this peculiar 
alliance of England and Russia. 

The chapters on the Southern Slavs and the Issues of the War are mines of 
facts and present a great deal of current history not previously available in this 
readily accessible form. 

One of the most interesting parts of the book is chapter nine on German 
Culture and the British Commonwealth which gives with a rare degree of impar- 
tiality, considering other parts of the book, the contrasting ideas of English and 
yu German civilization. German “Kultur,” or civilization in terms of intellect 
< ee and efficiency, is contrasted with the British ideal of civilization expressed in 
terms of character. It is the contrast of the individual personality with the social 
_-—s jaed being. The chapter fails only in its confusion of this German ideal of civi- 
lization with the Prussian “system.” It does not see German civilization as 
something separate and apart from the military and autocratic régimé of Prussia. 

Bruce D. Munger. 


Notes 
Gorse, Jutrus. The Recognition Policy of the United States. Pp. 228. Price, 
tes sy: $2.00. New York: The Columbia University Press, 1915. 


Hutcutnson, Lincotn. The Panama Canal and International Trade Competition, 
a Se en Pp. x, 283. Price, $1.75. New York: The Macmillan Company, 1915. 


The primary object of Mr. Hutchinson’s book is to present commercial data 
and outline tendencies in a way that will be of assistance to business men who 
conduct or expect to conduct trade between those countries of the Atlantic and 
Pacific Oceans within the range of the Panama Canal. Much the greater portion 
of the volume deals with the foreign commerce and production of the leading 
Atlantic and Pacific countries reached through the Canal, and are of special interest 
because of numerous tables which indicate in convenient form the relative posi- 
tions of the United States and competitive countries in the markets of the Pacific. 
oe ur Chapter IX contains Mr. Hutchinson’s conclusions as to what line of action 
should be pursued by American traders in these markets, and the variety of 

_ ‘ eommodities for which they are especially adapted. Chapter II, which describes 
the effect of the Panama Canal upon ocean routes and the countries which will be 
affected by the Canal, is based largely upon data contained in the report on Pan- 
ama Traffic and Tolls by Professor Emory R. Johnson. 


G. G. H. 


Myron, Pavut. Our Chinese Chances through Europe’s War. Pp. 220. Price, 
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NremMEYER, Ts. ‘und K. Jahrbuch des Volkerrechts. Il. Band. I. and IL 
Halfte. Pp. 1564. Miinchen: Verlag von Duncker and Humblot, 1915. 


l Professors of German, Austrian, French, Italian, Spanish, Swiss, English, 
8 American, Japanese and Greek universities have here contributed various inter- 
r national public documents, covering in Part I the period February 29, 1912 to 
May 26, 1913. The collection comprises some two hundred and sixty-one num- 
f bers, and is of great value to students of foreign relations and diplomacy. Part II 
5 contains valuable documents relating to the year 1913 arranged under their 
respective subjects and nations of Europe, America and Asia. 


MISCELLANEOUS 

Revi 

Gorrnats, Georce W. Government of the Canal Zone. Pp. 106. 
Princeton: Princeton University Press, 1915. 


Goreas, Crawrorp. Sanitation in Panama. Pp. 297. Price, $2.00. 
New York: D. Appleton and Company, 1915. 


PerrerMAN, W. L. Who Built the Panama Canal. Pp. xiv, 419. Price, $2.00. 
New York: E. P. Dutton and Company, 1915. 


Bennett, Ira E. (Ed.). History of the Panama Canal. Pp. xi, 543. Price, 
; $5.00. Washington: Historical Publishing Company, 1915. 


Ii was natural that the opening of the Panama Canal last year should bring 
about the preparation and publication of numerous books and papers dealing 
with different aspects of the construction and history of the canal. Two of the 
books listed among the four above noted, are by the two men best qualified to 
speak upon Panama Canal matters—General Goethals and General Gorgas. 

In his essay upon the Government of the Canal Zone, General Goethals, who, 
since April 1, 1914, has been governor of the Panama Canal, gives a concise his- 
torical account of the government of the Canal Zone from the acquisition of terri- 
tory in 1904 to the present time. This account is in every way authoritative. 
As is well known, the Panama Canal was governed by executive orders without 
special grant of authority from Congress for nine years from the first of April, 1905 
until April 1, 1914. The canal was constructed by the President acting through 
the Secretary of War. The executive orders signed by the President were, as a 
matter of fact, for the most part—although General Goethals does not mention 
this—drafted by General, then Colonel, Goethals who was chief engineer and 
chairman of the canal commission from 1907 until he became governor. 

There was much discussion in Congress when the Panama Canal act of August 

24, 1912, was under consideration as to the advisability of opening the Canal 
Zone to settlement and cultivation by Americans, with the idea of establishing a 
model little republic in the heart of Latin America. The impracticability and 
unwisdom of that policy was clearly understood and convincingly presented by 


Colonel Goethals, who advocated the policy that | that was adopted of making the 
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Canal Zone a government reservation devoted entirely to canal, military and 
naval purposes. The United States has acquired all the property within the 
Canal Zone outside of the limits of the cities of Panama and Colon, and the Zone, 
by authority of the act of August 24, 1912, is governed and administered by the 
President acting through a governor of the Panama Canal and such other officials 
as the President may deem necessary to employ. The administrative organiza. 
tion for the operation of the canal and the government of the Zone has been de- 
vised and set in operation by General Goethals, who will soon be able, without 
detriment to the service, to carry out the wish he has for some time had to retire 
from the governorship of the canal and turn over the task to his competent assist- 
ant, who, it is expected, will be appointed governor of the Panama Canal. 


General Gorgas as a writer is as entertaining as he is in conversation, which is 
saying a great deal. His book on Sanitation in Panama is delightful and instruct- 
ive from beginning to end, and will, no doubt, be as widely read by the general 
public as by members of the medical profession. 

Nearly one-half of the book is devoted to an account of the discovery and 
proof of the mosquito theory of the transmission of yellow fever and to a descrip- 
tion of the sanitation work done at Havana. General Gorgas gives full credit to 
the heroic work done by Dr. Walter Reed and Doctors Lazear, Carroll and Agra- 
monte—the members of the well-known Reed Board—whose experiments defin- 
itely proved the mosquito theory of the transmission of yellow fever. The 
experiments cost Doctor Lazear his life, and nearly brought Doctor Carroll’s 
career to an end. 

Having definitely learned by experience in the sanitation of Havana that 
yellow fever could be eliminated from any place where it had been endemic by 
preventing the breeding of the stegomyia mosquito, and that malaria could be 
reduced to small proportions by measures that would limit to a minimum the 
breeding of the anopheles mosquito, Colonel Gorgas, with the support of President 
Roosevelt and with the assistance of the canal commission, especially of Mr. John 
F. Stevens, the second chief engineer of the commission, was able to establish 
sanitary conditions at Panama that wiped out yellow fever in 1905 and kept 
malaria increasingly under control throughout the period of the construction of 
the canal. 

The work of the sanitation department at Panama under the direction of 
Colonel Gorgas attracted world-wide attention and is entitled to all the credit it 
has received. The methods followed in sanitating Panama and the results accom- 
plished are briefly told by General Gorgas in the latter half of his book, and the 
narrative is not only non-technical in language but is presented in a style that can 
be understood and enjoyed by all readers. 

The book by General Gorgas is the first of a series of three volumes. The 
second volume, shortly to appear, has been written by Mr. John F. Stevens and 
Brigadier-General William L. Sibert. It gives an account of the construction of 
the canal. The third volume of the series will deal with the Panama Canal and 
commerce. 


Mr. W. L. Pepperman served as chief of “the office of administration” at 


wis Washington, created April 3, 1905, by the Isthmian Canal Commission, and he 
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held his sitnten while Mr. John F. Stevens was chiet engineer of a Panama 
Canal. Mr. Pepperman has written his book to emphasize the fact that the 
canal “was built upon the foundation laid by the railroad administration,” i.e., 
the organization established by Mr. John F. Stevens and Mr. Theodore P. Shonts, 
the chairman of the Isthmian Canal Commission from April, 1905, until March 4, 
1907. Mr. Stevens was chief engineer under Mr. Shonts; and, from the time of 
the resignation of Mr. Shonts until Mr. Stevens resigned a few weeks later, he was 
chairman of the commission. The tone of Mr. Pepperman’s book throughout 
gives one the impression that the author feels that due credit has not been given 
Mr. Stevens and Mr. Shonts for the work they accomplished at Panama. It is 
quite possible that the later and greater achievements of General Goethals and 
his assistants have caused the general public to overlook the substantial work done 
by Mr. Shonts and more particularly by Mr. Stevens. General Goethals and 
those who were associated with him have always placed a high estimate upon the 
work of Mr. Stevens who organized the system of transportation of mate- 
rial out of Culebra Cut and from other points along the line of the canal. Mr. 
Stevens’ large experience as a railroad engineer and his executive ability were of 
great service at Panama, and the work he inaugurated was carried on without 
much change in methods by those who followed him. 

The difficult problems of hydraulics—the designing and location of the lock: 
and dams and the construction of these and other hydraulic works—were worked 
out by the successors of Messrs. Shonts and Stevens. Little is to be gained by 
over-emphasis of the work of any of the special leaders who carried through the - 
work of constructing the Panama Canal. The general public does not understand | 
the difficulties that confronted the first commission under Admiral John G. Walker, 
nor is it generally realized that the preliminary work which the Walker commission _ 
did during the year of its existence was essential to the subsequent execution of 
the project. When Messrs. Shonts and Stevens took hold of the enterprise 7 


time had come to organize and begin the work of excavation. When the second | 
commission, that over which Mr. Shonts presided, gave way to the third commis- 

sion, under the chairmanship of Colonel Goethals, the hydraulic problems had to 
be solved, and the general problem of organizing and caring for a much enlarged 
construction force had to be worked out. Of the various leaders who contributed 
to the ultimate success of the canal work, unquestionably General Goethals has — 
the greatest executive ability, and to him rather than to the “railroad adminis-— 
tration,” is due the largest measure of praise, if any preference is to be given to __ 
the eecomplishments of any one individual. 

Mr. Pepperman’s book contains a great deal of information well presented. — 
One very excellent feature of the book is the illustrations, which include most of j 
Mr. Joseph Pennell’s artistic lithographs of the canal. 

Mr. Bennett, with the assistance of a board of associate editors and niin 
contributors of special papers, has brought together a large amount of historical ©  - 
material which is well arranged and well presented. No other volume contains = | 
80 full or so satisfactory an historical account of the canal as does this work written _ ; 
and edited by Mr. Bennett. It may profitably be read, as a whole or in part, by 
students of the Panama Canal or of particular questions concerning the construc- 
tion or the military and naval uses of the canal. J 
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Mr. Bennett has endeavored to make his History of the Panama Canal cover 
the contribution which all have made who participated in the work as legislators, 
administrators or constructors. The volume makes its appeal not only to the 
historian but also to the student of engineering and of construction work. One 
interesting feature of the book is a biographical sketch of the various officials who 
were connected in one capacity or another with the canal. The volume is eyi- 
dently constructed with the view to sale by subscription, and thus contains certain 
popular features which, however, do not detract from the substantial merits of 
the work as a whole. 

University of Pennsyluania. 
Krrxautpy, ApamM W. British Shipping: Its History, Organization and Impor- 
tance. Pp. xx, 655. Price, $2.00. New York: E. P. Dutton and Company, 
1914. 


Since the time when men first began to “‘go down to the sea in ships,” no 


- field of endeavor has possessed greater lure than the sea, no branch of industry 


has held more romance and charm than shipping and navigation. At the same 
time, few industries can show a greater material development than the shipping 
industry and none can claim credit for a greater measure of benefit to mankind. 
The rise of the British power was due largely to the growth of its maritime indus- 
tries, and the integrity of the great empire has for generations rested on the su- 
premacy of its power at sea. The economic importance of the shipping industry, 
its political significance, and its romance are the outstanding features of this ex- 
tremely interesting and well-written volume. 

The first part of the work deals with the evolution of the ship from the “flimsy 
coracle”’ to the “magnificent liner,”’ giving an account of the changes in the form 
and size of vessels, the materials of construction, and the motive power; the sec- 
ond part treats of ownership, management and regulation of shipping; the third 
of the great trade routes of the world, and the fourth of the principal ports and 
docks of the United Kingdom. A well selected bibliography is given, and a 
copious appendix containing statistical and other information concerning the 
development of the speed and size of ships, the changes in ocean freight rates and 
the growth of the mercantile marine of Great Britain and other countries. 

The American reader of this work cannot fail to find interesting the chapters 
dealing with the rivalry of the United States and Great Britain for maritime su- 
premacy during the period from 1830 to 1860. The account of the remarkable 
success of American ship-owners in the competitive struggle during the years just 
preceding the introduction of the iron ship will doubtless occasion surprise to 
some who begin the decline of the merchant marine of the United States with the 
enactment of the shipping reciprocity law of 1828. 

Chapter LX, Book III, on the economic effects of the opening of the Panama 
Canal, is an extremely lucid and well-balanced statement of the political and 
economic changes which are likely to follow the opening of this new trade route. 
Political and commercial ideals have changed everywhere in the past few years 
and “the world is on the eve of great things full of great possibilities.” The 
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work was published; his conclusions concerning the trend of the near future merit 


careful consideration. pot 
Ross, Epwarp AtswortH. South of Panama. Pp. xvi, 396. Price, $2.40. a 
New York: The Century Company, 1915. ioe 


“My first obligation is not to National Policy but to Truth.” Prefacing his 

book of South American travel and research with this statement, Dr. Ross makes Res. 
good his word. This the reader soon realizes. The main line of thought, visual- ayy, a a 
ized by clear-cut descriptions, shows the entrenched power that the authoritative i 
hierarchy of state, church and privileged-class hold over the masses of people. 
Coupled with such traditional forces are the natural concomitants of class pride, 
contempt for useful labor, subjection of women and social parasitism. Theseare 
the old, hardened mold-forms that shape the lives, thoughts and ideals of the __ 
peoples south of Panama. And as the author well puts it, ‘It will be yet long ere : 
it is transformed by such modern forces as Industry, Democracy and Science.” _ 

Through the first five chapters of the book you travel with the writer from _ 
the Panama Canal along the western coast of the Continent as far as five hundred 
miles south of Santiago, Chili. It is on these inland tours that Dr. Ross ferrets 
out the customs, traditions and local peculiarities. At one place he finds all at- 
tempts to introduce the new, steam-rolled by the church and established customs; ay 
at another place the races are so low that their sluggish indifference bars out any = 
civilizing tendencies. 

From Santiago an eastern cut is made across Argentina to its capital, Buenos 
Aires; followed by travels into the northern part of the Republic. Argentina 
shows a wholesome improvement in comparison with the other South American 
countries. In establishing industry from family life and social legislation we at 
least find the first stakes driven. , 

The major part of the book deals with the general economic, educational, 
moral and religious conditions of the Continent. The economic status brought 
out by these travels and investigations is pitiable—or better put—is vicious. 
Class domination grinds labor far beneath contempt. The “hook system” of 
Peru, the pongos’ conditions in Bolivia as well as the trampled inquilinos of Chili, 
all show degeneracy of those who do the work. Absentee landlordism reigns; 
there is no thought or care of labor conditions so long as the fruit of the land falls 
to the landlord. 

These basic economic conditions cast black shadows upon politics, govern- 
ment, education and religion. Caste is everywhere. The church—the Catholic 
Churech—controls in the main both religion and education. The church and 
state are linked, the former receiving financial, legal and moral support from the _ 
latter, However, the dawn of church and state separation is coming, and already =— 
i of religious and educational freedom brightens one’s hopes for a better Py! 


The theory of Professor Ward’s famous fourteenth chapter of Pure Sociology 
finds facts for its support in South America. The sex morality, the sphere of 
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woman and the laws and customs regarding the home and children all show mascy- 
line control. The whole civilization is ‘man-made.”’ 

Dr. Ross closes this interesting book by a chapter on class domination, which 
well epitomizes the prevailing forces that determine the people’s activities. The 
author nowhere gives us anything about the Brazilian people or those of the north- 
eastern provinces. This is the only discordant note, which makes incomplete 
Dr. Ross’s account of the societies living south of Panama. 

The author’s live and pleasing style sparkles briskly on through the whole 
book. This in addition to the interesting facts unearthed will make the book 
widely read and highly appreciated. _ 

Ervin Rerrzet. 


University of Pennsylvania. 


Sroxes, ANSON Puetps. Memorials of Eminent Yale Men. 2 vols. Pp. xiii, 
820. Price, $10.00. New Haven: Yale University Press, 1914. 


These two volumes, covering eight hundred quarto pages, represent a labor 
of love on the part of their author. What a delight it must have been to him to 
have searched through old documents and correspondence as well as early pub- 
lished literature, and to have brought forth these fascinating facts in regard to 
the men of Yale! An ordinary reader of books would probably be attracted by 
the prints and some of the narratives recorded in these very interesting volumes; 
but to the writer of these lines, it scarcely seems possible that any Yale graduate 
would wish to omit a most careful perusal—yes, a second perusal—of their con- 
tents. 

Yale, through her graduates, has made lasting contributions to religion, to 
literature, to education, to scholarship, to science, to invention and art, to states- 
manship, to law and to patriotism. 

“There is no field of activity in which Yale’s influence has been greater 
than in that of religion.”” This is made conclusive when one notes the names of 
Jonathan Edwards, Samuel Hopkins and David Brainerd (“one of the most 
inspiring figures in America’s missionary history’’), Samuel Seabury, Lyman 
Beecher, and many others. 

In considering her contributions to education, it is interesting to observe 
that 157 graduates have been college presidents, and that Yale men have been the 
earliest presidents of many of our most representative colleges. Eleazer Wheelock, 
founder and first president of Dartmouth College, was a Yale man; as was 
sturdy Samuel Johnson of Columbia, Andrew D. White of Cornell, Gilman of 
Hopkins and Harper of Chicago. 

Among her scholars, Worcester and Webster, the great lexicographers, ap- 
pear. “But,” writes the author, “they were far from being warm friends. 
Their temperaments and attitudes of mind were very different. Webster did 
his work with the great public and had its judgments always in mind. He wanted 
to influence the nation. Worcester was a much more modest and retiring scholar. 
Webster tried to change the language so as to conform with his ideals of what 
was right. Worcester was satisfied to exhibit his mother tongue as it was.” It 
is in this truly human vein that the author writes of James Hadley, of Trumbull, 
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Willard Gibbs, teachers like Benjamin Silliman, Sr., writers like Loomis and 
Chauvenet. Benjamin Silliman is described as the most conspicuous scientific 
teacher in America in the early part of the nineteenth century. Upon his ap- 
pointment to a professorship in his Alma Mater, he spent two winters studying 
in Philadelphia. The mineral collection was so small at that time that Silliman, 
in order that the specimens might be properly labelled, carried them with him in a — 
small portable box to Philadelphia, where doubtless under the direction of Ben- 
jamin Smith Barton, he was able to determine them accurately. It was in 
Philadelphia, too, that Silliman received his first instruction in chemistry from 
James Woodhouse and formed that friendship with the great chemist, Robert 
Hare, which was to continue through life and which meant so much to both of 
Yale rendered an important aid to the legal profession and to the sacred — 
cause of jurisprudence. 

In reading over the various biographical sketches there are so many things 
which arrest attention and furnish genuine pleasure. For instance, a classmate 
of the great Chancellor Kent said that the latter “left college universally beloved 
by his class and ranked as a scholar among the first,”’ although Kent himself wrote 
“T stood as well as any of my class, but the test of scholarship at that day was 
contemptible. I was only a very inferior classical scholar, and we were not re- 
quired and I had never looked into any Greek book but the New Testament. 
My favorite studies were geography, history, poetry, belle lettres, etc. When 
the college was broken up and dispersed in July, 1779, by the British, I retired 
to a country village, and finding Blackstone’s Commentaries, I read the four 
volumes. Parts of the work struck my taste and the work inspired me at the 
age of fifteen with awe and I fondly determined to be a lawyer.” 

Every biographical sketch in the two volumes contains personal notes or 
illuminating lines from classmates or friends. For example, it is said that when 
John C. Calhoun was in college, he ‘maintained his opinions in the discussions 
with the President with such vigor of arguments and success,”’ that later the 
President remarked “the young man had talent enough to be president of the 
United States, which he accompanied by a prediction that he would one day at- 
tan that station.” A reminiscence of this prediction is preserved in an old 
political song which ran about like this: 


“John C. Calhoun, my Jo, John! 
When first we were acquaint 
You were my chum at Yale, John, 
And something of a Saint— 

And Dr. Dwight, God bless him, John! ell - 7. 
Predicted as you know 

-You’d be the Nation’s President, 


John C. Calhoun, My Jo!” 


_ However, to fully appreciate Mr. Stokes’ admirable contribution to Yale 
history, one should read every word in these volumes. It would, indeed, be a 
wlendid thing if other universities had among their number those who would 
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seek to set forth the contributions of their respective institutions in a spirit similar 
to that so beautifully and loyally displayed by Mr. Stokes. The reviewer is in 
absolute accord with the thoughts contained in the following sentences: “Why not 
have annual commemorative exercises, when the history and achievement of the 
University are duly recorded? Why not develop college literature—historical, 
biographic, descriptive, romantic, poetic—to rival on this side of the ocean, at 
least in quality, that noble collection of works—scores in number—which are ‘in 
praise of Oxford’? Why not institute courses on the institution’s life and its 
contacts with and influence upon the main currents of our history? Why should 
we not lay more emphasis in the academic year on patriotic days, Washington's 
Birthday, Lincoln’s Birthday, Memorial Day, with appropriate references to the 
connection of the University with the movements for which these men and events 
stood?” 

And, when all this would be done, each institution setting forth its own 
achievements in a manly and modest way, if the several results were combined, 
what a noble presentation it would make of the efforts of the college-bred men of 
our country in many diverse directions, but all for the benefit of their fellow-men. 

- Fans Sura. 
ma ag 


Notes 


Barrinecton, Mrs. Russert. The Works and Life of Walter Bagehot. 10 vols. 
Pp. lxix, 3499. Price, $25.00. New York: Longmans, Green and Com- 


pany, 1915. 


The only uniform edition of Walter Bagehot’s writings to date has been that 
published in 1889 by the Travellers’ Insurance Company of Hartford, Conn. 
This new edition comprises all of this material with the following additions: The 
Currency Monopoly and Principles of Political Economy, written in 1848; The 
Monetary Crisis, 1858; The American Constitution, 1861; Matthew Arnold in 
The London University, 1868; Senior’s Journals, 1871; Count your Enemies and 
Economize your Expenditure, 1862; The Depreciation of Silver, 1876; three short 
early essays illustrative of Bagehot’s youthful writings. Volume IX contains 
articles originally contributed to The Economist, The Saturday Review and The 
Spectator, which are now republished for the first time. The Life of Walter 
Bagehot forms the tenth volume of this edition. 

Bagehot was a versatile writer, whose work reveals keenness and breadth of 
interest and insight. This sumptuous edition of his writings is not only an ad- 
equate memorial to a man of unusual parts, but a mine of social, economic and 
’ 7 literary discussion of more than usual interest to those of philosophic Cc 
R. C. McC. 
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Buck, Soton J. The Granger Movement. Pp. xi, 384. Price, $2.00. Cam- 
bridge: Harvard University Press. 
This excellent volume by Dr. Solon J. Buck, Research Associate in History 
in the University of Illinois, contains a detailed and clearly stated account of the 
“granger movement” of the decade 1870 to 1880. It deals especially with the 
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ion and working of the Patrons of Husbandry or “Grange,” as itis 
frequently called, but includes also the general agrarian movement which was _ 
wider in scope than the particular order which served ‘‘as an efficient meansof 
organization and a convenient rallying point.” The first chapter discusses the — 
fundamental conditions which led up to the formation of the Grange and the 
second describes its organization. Subsequent chapters deal with the Granger 
movement as a political force, granger railway legislation, business coéperation, 
and the social and educational features of the Grange. Previous accounts have 
been confined so largely to the efforts of the Grange to regulate railways that other 
features were lost sight of. For this reason chapters VII, VIII and IX will be 
found of particular interest to students of the Agrarian movement. 
G. G. H. 
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pe Constant, Pau H. B. p’Estourne.ies. America and Her Problems. Pp. 
xxii, 545. Price, $2.00. New York: The Macmillan Company, 1915. 


A book giving the impressions of a distinguished and observant foreign 
traveller. Old world standards naturally afford the basis of judgment whether 
the thing to be appraised be American architecture, American moral standards or _ 
American social and political institutions. Written before the outbreak of the | 
European conflict, the purpose of the book was twofold. “One was to do my 
best not only to show the United States how fully I appreciated their vast re- 
sources, but to make them realize the incalculable service they could render to 
civilization, as well as to themselves, by remaining faithful to their peace policy, 
which is the main cause of their prodigious prosperity. Secondly, after defining 
this peace policy and quoting facts to show that it was inspired neither by short- 
sightedness nor by cowardice, I have tried to indicate its patriotic grandeur and 
its advantages for other nations, especially for those who believed in the superiority — 
of militarism. I have given my readers a choice between two forms of actual 
experience—two models, the first, to be followed, a peace policy, and the second, 
to be avoided, a policy of adventure and armament.” = 
R. C. McC. 


Fish, Jonn Cuartes L. Engineering Economics. Pp. xii, 217. Price, $2.00. 
New York: McGraw-Hill Book Company, Inc., 1915. 


Lewis, E. St. Eumo. Getting the Most Out of Business. Pp. xx, 483. Price, 
$2.00. New York: The Ronald Press Company, 1915. 


Getting the Most Out of Business is a book exceedingly rich in its numerous — a 
concrete experiences as related to the career of a modern business executive. 
Mr. E. St. Elmo Lewis has classified the various human factors necessary in =a 
functioning of a successful business organization; in addition he has summarized, 
analyzed and criticized the present business systems and house policies. The 
larger spirit of the text insists upon individual efficiency from the office boy to 
the head of an organization, with experts and scientific data to keep the business 
out of “ruts” and alive to the progressive tendencies of the day. Mr. Lewis 
aan feels that our modern business system is still involved in a creative - 
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process, but withal a business philosophy is developing, the power of which is to 
create men loyal and persistent to the highest ethical standards. His main 
thought consists in encouraging initiative and creativeness of the individual and 
progress of the concern, in order to obtain maximum results with a minimum 
amount of effort. 

Individual executive experiences, citations from numerous co-workers, wage 
plans, foreign methods, educational plans, and individual standards of efficiency 
under codperative influence, afford abundant material inspirational and cours. 
geous in its appeal to the creative man serving business as an executive. This 
book might be classified as among the first to appear which affords data in a form 
utilizable by the business man in executive capacity. 

H. W. 


Rustnow, I. M. A Standard Accident Table. Pp. 63. Price, $1.50. New 
York: The Spectator Company, 1915. 


Russet, Etmer Beecuer. The Review of American Colonial Legislation by the 
King in Council. Pp. 227. Price, $1.75. New York: Columbia Univer. 
sity Press, 1915. 


An excellent study dealing with a most important phase of colonial history, 
Manuscript material in the Public Record Office at London has been the author's 
chief source of information. The method of procedure of the English goven- 
ment in legislative review, the policy adopted in dealing with acts of colonial 
assemblies, and the results of the system are the chief topics considered. 

T. W. V. M. 


Wetp, L.D. H. Studies in the Marketing of Farm Products. Pp. iv, 113. Price, 
See. 50 cents. Minneapolis: University of =a 1915. 
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Accounting and reporting, defects in 
methods of, used by Toronto, 218- 
219. 

Accountinc Basis oF BuDGETARY 
Procepure. WillB. Hadley, 136—- 
139. 

Accounting features, of the budget, 
231-232. 

AccountiInG Practice, THE Move- 
went FOR ImPROVED FINANCING 
anpD, IN Toronto. Horace L. Brit- 
tain, 211-222. 

Accounting system: Classifications of 
the, of Philadelphia, 136-137; what 
it must provide for, 136. 

Accounts, classification of, as presented 
in the budget, 40-41. 

Apamson, TitpEN. The Preparation 
of Estimates and the Formulation of 
the Budget-—The New York City 
Method, 249-263. 

Administrative discretion, devices 
adopted for controlling, in New 
York City, 179. 

— efficiency, relation between city 
planning and, 157. 

—. functions, division between legis- 
lative and, in Cleveland, 265-266. 
— government, Wisconsin as a 

model of, 59. 

— initiative, effect of, 6. 

—— organizations to which all tax- 
payers must contribute, 193. 

ADMINISTRATIVE PROGRAM, THE Bup- 
aS AN. Henry Bruére, 176-191. 

Administrative re-organization: In 
Ohio, 61-62; in Wisconsin, 62; 
results to be expected from plan of, 
in Illinois, 90. 

American cities: Dependence of, on 

the general property tax, 115; impor- 


tance of real estate tax in revenue 
system of, 125; per capita assessed 
building value in average, 127; per 
capita land value in average, 127; 
sources of revenue of, 121-123. 

—— municipal revenues, two charac- 
teristics of, 114. 

Appropriating systems, difficulty in 
our, 52. 

Appropriation: Example of a detailed, 
to a functional subdivision, 169-170; 
revenues subject to annual, 103-104. 

—— acts: Form of, 108-110; number 
of, passed in each month of legisla- 
tive session of 1915, in Massachu- 
setts, 110. 

bills: Consequence of distribu- 
tion of, 10-11; enacted by 48th 
General Assembly of Illinois, 78; 
former method of presenting, in 
Illinois, 86. 

—— law: Argument for and against 
insertion of detail in the, 53-54; 
definition of the, 51-52; difficulties 
arising from the itemizing of, 53. 

—— of funds, and obligation to per- 
form specific services, 185. 

—— ordinance: Flexibility of the, of 
Dayton, 168-170; of the budget, 
242-244; preparation of the, by 
Cleveland’s Council, 265; provisions 
to be contained in an, 242-244; 
public hearings attending prepara- 
tion of the, in Cleveland, 268-269; 
result of fixing salaries in the, 267- 
268. 

—— plan, evils resulting from the 
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by Illinois legislature in 1913 and 
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fications of, provided for by Dayton’s 

budget, 167-168; combination of two 

methods of making, in Ohio, 95; 

_ controlled by budget in New York 
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into subdivisions, 258; disadvantages 

_ of old method of making, in Illinois, 
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City budget, 182-183; provisions of 
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98; versus estimates, 241-242. 
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separate, 127; of physical improve- 
ments, 130-131; of street and park 
openings, 130. 

Assessments: Advantages of annual 
127; advantages of full value, 126; 
revenue derived from special, 129- 
130. 

Atlantic City, per capita land value of, 
127. 

Audit, in French and English cities, 
209-210. 
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system o1, 71. 
ent Caurornia’s State Bupcer. John 
Capital outlay, definition of, 239. 
aft, Carrwricat, GRANDFORD. 
County Budgets and their Construc- 
gre- tion, 223-234. 
ges Chicago: Adoption of the segregated 
nts, budget system in, 271; amount of 
eau over appropriation in, in 1914 and 
lan 1915, 273; amount of supplemental 
89; appropriations made in, in 1914, 
ish, 274; appropriations in, 270; average 
cost per unit of attendance at the 
playgrounds of, 143; cost of operation 
ON- of bathing beaches and swimming 
urt- pools in, 146; illustration of old 
budget system in, 271; improvements 
ER- of new budget system in, 271-272; 
‘TY per capita cost of bathing beaches 
"ED and swimming pools in, 146; practical 
87. difficulty of budget making in, 273; 
to recommendation of a budget by 
finance committee of, 270; some 
iD provisions of the budget of, for 1915, 
re 272. 
em Cmcaco, Bupcet MaxineGin. Charles 
ler E. Merriam, 270-276. 
14; Chicago’s South Park Commissioners, 
in table compiled from report of, 1914, 
141-142. 
NG City, alternatives open to meet de- 
39. mands of a growing, 190. 
HE Cry GoverNMENT, BupGceTary Pro- 
N- CEDURE UNDER THE MANAGER Form 
5. or. Arch M. Mandel, 163-175. 
aE City planning, relation between admin- 
es istrative efficiency and, 157. 

Cleveland: Division between legisla- 
sis tive and administrative functions in, 
fic 265-266; excess of expenditures over 
y, income in, in last two years, 268; 

financial administration of, 264; 
Preparation of the appropriation 
te ordinance by council of, 265; pro- 


e- Visions of charter of, for modern 


budget procedure, 265; p 
ings attending preparation of the 
appropriation ordinance in, 268-269. 
CLEVELAND, Bupcet MakING IN. 
Mayo Fesler, 264-269. 

CLEVELAND, Freperick A. Evolu- 
tion of the Budget Idea in the United 
States, 15-35. 

Commission manager charter of Day- 
ton, provisions of, governing appro- 
priations, 166. 

—— —— form of government, number 
of cities having adopted, 163. 

——— —— plan, budgetary procedure 
under the, 174. 

Congress, connecting link between 
executive and, 9. 

Cost data: Difficulty of compound 
unit, 255; example of the weakness 
of usual, 253. 

—— of asphalt pavement, summary of 
various elements in comparing, 254, 

County anp MounicipaL BupGets IN 
THE UNITED Srartes, Se.ect List or 
REFERENCES ON NATIONAL, STATE. 
Harry A. Rider, 277-287. 

County budget: Classes of expendi- 
tures to be provided for in the, 226; 
usual procedure in making the, 225- 
226. 

———- —— procedure, improvements in 
recent years in, 227-228. 

—— budgets, bibliography on, 279. 

County Bupcets anp Con- 
struction. Otho Grandford Cart- 
wright, 223-234. 

County government: The ordinary 
way of financing, 224-226; the 
preparation of the budget in, 231. 


Dayton: Appropriation ordinance of, 
168-171; method employed in, for 
preparing budget, 170-171; provi- 
sions of charter of, governing appro- 
priations, 166. 

Dayton’s budget: Amount for cur- 
rent operation in, 165; classifications 


ublic hear- 


: 
| 
— 
4 
J 


of appropriations provided for, by, 
167-168; effectiveness of, 171; result 
of operation under, prior to 1914, 
165-166. 

Detroit Recreation | Commission, 
amount of budget of the, 140. 


Economy and efficiency: Duties of 
the commission on, in Massachu- 
103; organization of Presi- 


Taft’s commission on, 24; 
ss program of work formulated by 


commission on, 24. 

Efficiency and Economy Committee, 
report of, of Illinois, 89-90. 

Efficient government, position of muni- 
cipalities of this country in crusade 
for, 60. 

Electorate, how it can be reached, 20. 

England, vital facts concerning muni- 
cipal budgetary procedure in, and 
France, 204. 

ENGLISH AND Frencn Cries, THe 
Bupcet Procepure or. D. C 
Baldwin, 204-210. 

English cities: Audit in French and, 
209-210; fixing the tax rate in, 
208-209. 

Equipment, definition of, 259. 

Estimate classifications, main, in the 
budget, 242. 

forms; Advantage of detailed ac- 
counting required on departmental, 
260; special departmental, 259-260. 

—— sheets, summary on, of salaries, 
240. 

Estimates; Appropriations versus, 241— 
242; people required to make, 16-17; 
preparation and investigation of, 
106-108; present law of submitting, 
in Massachusetts, 101; proper officers 
to prepare, 48; recommendation for 
establishment of annual, in Toronto, 
217; two kinds of, 16. 

EsTIMATES, THE PREPARATION OF, AND 

THE FORMULATION OF THE BupGET— 


York Crry Mersop. 
Tilden Adamson, 249-263. 

Executive: Arguments in favor of 
formulating the budget, 42; budget 
to be made by responsible, 17-18; 
questions raised by the submission 
of the budget by the, to the legisla 
ture, 43-44. 

—— budget, obstacles in the way of an, 
in Massachusetts, 103. 

—— power, results of increase in, 62. 

Expenditure: Authorization of, in New 
York City, for 1915, 249; classifica. 
tion by character of, 238-239; classi- 
fication by objects of, 239. 

Expenditures: Conditions resulting 
from revenues of the government 
exceeding authorized, 48; control of, 
by classifying various forms of sup- 
plies, 257-258; necessity for simul 
taneous consideration of income and, 
37-38; need of flexibility in, 272-273; 
obligatory, what they include, 207, 

Expense, definition of, 238-239. 


Farrue, Joun A. Budget Methods in 
Illinois, 85-90. 

Federal government, efforts made to 
apply the budget idea in the, 23. 

Fester, Mayo. Budget Making in 
Cleveland, 264-269. 

Finance: Charts used in exhibit on, 152; 
plan for organizing a department of, 
in Illinois, 90; relations between 
general and local, 194-195. 

Committee: Duties of the, of 
Birmingham, 205-206; of Chicago, 
recommendation of budget by, 270; 
work of the, on the budget, 206. 

Finances: Defects in the administra- 
tion of the, of Toronto, 212-215; lack 
of adequate supervision of, in To 
ronto, 215-216; lack of effective con- 
trol over the, of Toronto, 213-214; 
recommendations regarding the ad- 
ministration of Toronto’s, 216-218. 
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FuraNcIAL ADMINISTRATION OF THE 
ComMONWEALTH OF M AsSACHUSETTS. 
Ernest H. Maling, 101-112. 

Financial control, contrast between 
English and French cities in methods 
of, 205. 

—— legislation, situation in Illinois 
with regard to, 77-78. 

Financing, methods employed in, in 
Toronto, 214-215 

Francine AND AccouNnTING PrRac- 
mick, THE MOVEMENT FOR IMPROVED, 


wy Toronto. Horace L. Brittain, 
211-212. 

Fire protection, charts used in exhibit 
on, 150. 


Fiscal administration: Former system 
of, in Ohio, 94-95; provisions of first 
constitution of Illinois for, 85; pro- 
visions of New York constitution for 
a new era of, 66-68; provisions of 
present constitution of Illinois, re- 
garding, 85-86. 

Forp, Henry Jones. Budget Making 
and the Work of Government, 1-14. 

France, vital facts concerning municipal 
budgetary procedure in England and, 
204-210. 

French cities: Contrast between Eng- 
lish and, in methods of financial con- 
trol, 205; division of the budget in, 
207; preparation of the budget in, 
206-207. 

Frence Cities, THE BupGet Procep- 
URE oF EnGuisH AND. D. C. Bald- 
win, 204-210. 


Geiser, Kanu F. The German Muni- 
cipal Budget and its Relation to the 
General Government, 192-203. 

German municipal budget, relation of 
public enterprises to the, 201. 

Geruan Monicipa, Bupcet, Tue, 
4ND ITs RELATION TO THE GENERAL 


GovERNMENT. Karl F. Geiser, 192-— 
203. 

German municipalities, leading facts 
in budgetary procedure in, 195-196. 

—— municipality, effect of freedom 
from state interference on a, 200. 

Germany: Comparison of incomes of 
various sources in, 201; complicated 
financial relations between local and 
general governments of, 192; duties 
of the magistrate in, 194; examples of 
municipal enterprise in, 200-201; 
inheritance tax as a federal tax in, 


195; provisions for control of the Ses 


budget in, 197; taxation in, 199. 
Government: Annual expenditures of — 


the federal, 25; conditions resulting 


from revenues of the, exceeding au- — 
thorized expenditures, 48; relation 
between budget conditions and work 
of, 3, 14. ; 

GOVERNMENT, BupGeT MAKING AND 
THE Work or. Henry Jones Ford, 
1-14. 

Governor, duties imposed on the, re- 
garding matters of money raising 
and accountability for expenditure, 
29-30. 


Hapiey, Accounting Basis 
of Budgetary Procedure, 136-139. 
Hamilton: On taxation, 1-2; work of, 

in early United States government, 
5. 
Herrernan, W. O. State Budget 
Making in Ohio, 91-100. 
Health exhibit, charts used in, 150. 


Illinois: amount of appropriations 
passed by legislature of, in 1913 and 
1915, 76; amount of estimates pre- 
pared by Legislative Reference Bu- 
reau of, 88; appropriation bills en- 
acted by 48th Géneral Assembly of, 
78; classifications provided for in the 
budget of, 80; definite plan prepared 
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for a new budget system in, 89; 
difficulty of constructing a budget in, 
78-79; disadvantages of old method 
of making appropriations in, 74; 
former method of presenting appro- 
priation bills in, 86; former practice 
of assigning appropriations to chari- 
table institutions in, 74-75; increase 
in total appropriations in, from 1913- 
1915, 88; increases in the biennial 
appropriations made by General 
Assembly of, from 1875 to 1915, 85; 
old methods of making appropria- 
tions in, 73-74; plan for organizing a 
department of finance in, 90; pro- 
visions of constitutions of, regarding 
fiscal administration, 85-86; reasons 
for increase in biennial appropriations 
in, 85; relation between Legislative 
Reference Bureau and General Assem- 
bly in, 79-80; report of Efficiency 
and Economy Committee of, 89-90; 
situation in, with regard to financial 
legislation, 77-78; the buiget as 
prepared by the Legislative Refer- 
ence Bureau of, 77-78; the budget 
movement in, 76-77; work of Legis- 
lative Reference Bureau in preparing 
a budget for, 80. 

Bupcer Metnops 1x. John 
A. Fairlie, 85-90. 

Illinois budget: Difficulties presented 
by the classifications in the, 81-82; 
net amount of departmental appro- 
priations in, 81; total amount of 
department estimates in, 81. 

Int1no1s Bupcet, Tue. Finley F. 
Bell, 73-84. 

Income: Necessity for establishment 
of a balance between expenditure 
and, 48; necessity for simultaneous 
consideration of expenditures and, 
37-38. 

—— tax, objections to the adoption of 
the, as an element in municipal 
finance, 117-118. 

Indiana, progress of the budget in, 227. 


Inheritance tax, as a federal tax jp 
Germany, 195. 


Land value, relation of, to total real 
estate value, 129. 

—— —— maps, value of, 128. 

Leeds: Total expenditure of, 
past year, 208-209; total receipts of, 
during last year, 208. 

Legislative and administrative func- 
tions, division between, in Cleveland, 
265-266. 

—— initiation, reasons for our failure 
of, 50. 

Legislative Reference Bureau: Amount 
of estimates prepared by, of Illinois, 
88; the budget as prepared by the, 
of Illinois, 77-78; work accomplished 
by, of Illinois, 88; work of, in pre 
paring a budget for Illinois, 80. 

Legislature: Authority of, over public 
money, 36; questions raised by the 
submission of the budget by the 
executive to the, 43-44. 

LEGISLATURE, THE BUDGET AND THE. 
Rufus E. Miles, 36-46. 

Licenses, granting of, 134-135. 

Loomis, Miuton E. Taxation and the 
Municipal Budget, 113-124. 

Los Angeles: Per capita land value 
of, 127; progress of the budget in, 
227 


Lownrig, S. Gate. The Proper Func- 
tion of the State Budget, 47-63. 


Mauinc, Ernest H. Financial Ad- 
ministration of the Commonwealth 
of Massachusetts, 101-112 

Manchester, receipts of, from tram- 
ways, 209. 

Manpet, Arco M. Budgetary Proced- 
ure under the Manager Form of 
City Government, 163-175. 

Manhattan, per capita land value of, 
127. 

Massachusetts: Appropriation proced- 
ure in, 104-105; bonds issued in, 
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111-112; duties of Commission on 
Economy and Efficiency in, 103; 
number of appropriation acts passed 
in each month of legislative session 
of 1915, in, 110; obstacles in the way 
of an executive budget in, 103, 107; 
present method of submitting esti- 
mates and securing appropriations 
in, 101. 

MassacHUSETTS, FINANCIAL ADMINIS- 
TRATION OF THE COMMONWEALTH OF. 
Ernest H. Maling, 101-112. 

Materials, definition of, 259. 

Merriam, Coartes E. Budget Mak- 
ing in Chicago, 270-276. 

Muzs, Rurus E. The Budget and 
the Legislature, 36-46. 

Municipal budget: Direction of the 
development of the, in American 
cities, 113; provision for recreational 
facilities in the, 140; relation of public 
enterprises to the German, 201; 
various subdivisions of a, 196-197. 

Monicrpa Bupcet, TaxaTION AND 
rue. Milton E. Loomis, 113-124. 

MunicipaL Bupcet, THe GERMAN, 
AND ITS RELATION TO THE GENERAL 
GoverNMENT. Karl F. Geiser, 192- 
203. 

Municipal budgetary procedure, vital 
facts concerning, in England and 
France, 204. 

—— budgets, bibliography on, 279- 
287. 

Monicipa, BupGcets In THE UNITED 
Srares, Setect List or REFERENCES 
on NationaL, State, County 
Harry A. Rider, 277-287. 

Municipal enterprise: Examples of, 
in Germany, 200-201; operation of, 
135. 

—— expenditures, effect of increase in, 
on revenue system, 114. 

—— methods, committee formed to 
_ improved, in Toronto, 211- 

12. 


—— reports, 247-248. Resi BERS advantages of the segregated budget 


—— revenue: Important sources of, 
118-123; two characteristics of 
American, 114. 

—— taxes: Income from direct and 
indirect, in Prussia, 202, 203. 

Municipalities: Budget ideas — 
to, 32-35; position of, of thiscountry _ 
in crusade for, 60. 


Nationat, State, County AND Mv- 
NICIPAL BupGeTs IN THE UNITED 
Srates, List or REFERENCES 
on. Harry A. Rider, 277-287. « 

National budgets, bibliography on, 277. 

New York: Basis laid by Bureau of 
Municipal Research of, for a scien- — 
tific budget system, 65; bills prepared 
by Bureau of Municipal Research of, 
65-66; board of estimate in, 189-190; ae 
budget procedure in, 34-35; compari- 
son of amounts estimated and — 
amounts collected from various | 
sources of revenue in, from 1912- 
1914, 121-122; deficiency in real and 
personal taxes in, from 1800-1013, 
120-121; essentials of a budget lack- 
ing in comptroller’s plan for, 227; _ 
method of making budget, example __ 
of, 261; per capita land value of, 127; 
provisions of constitution of, for a 
new era of fiscal administration, 66- 
68; two steps in the development 
of budget procedure in, 176. 

New York City: Appropriations con- 
trolled by budget in, 249; authoriza- _ 
tion of expenditure in, for 1915, 249; 
benefits derived from the new budget — 
method in, 180; characteristic of 
budget appropriation in, 180; chief 
purposes of present budget in, 250; ; 
classification of expenditures for ¥ 
bureau of child hygiene in, 184; | 
devices adopted for controlling ad- <i 
ministrative discretion in, 179; differ- 
ence between present and proposed om 
method of the budget, for, 183; dis- — 2 
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budget of, 181-182; form of budget 
«existing in, until ten years ago, 177; 
_ provisions for appropriations in 

_ budget of, 182-183; purpose of the 
new budget method in, 180; purposes 
of the proposed revision of budget 

practice in, 181. 
New York City Mernop, 
_ PREPARATION OF ESTIMATES AND THE 
FORMULATION OF THE Bupcert. Til- 
den Adamson, 249-263. 
New York Constitution, Tae Bup- 
GETARY PROvISIONS OF THE. Charles 
A. Beard, 64-68. 

Ney.an, Jonn Francis. California’s 
State Budget, 69-72. 


Ohio: Administrative re-organization 
a in, 61-62; combination of two meth- 
ods of making appropriations in, 95; 
consolidations suggested in govern- 
mental machinery of, 97-98; former 
_ gystem of fiscal administration in, 
_ 94-95; provisions of law establishing 
_ @ budget system in, 91-92; total 
amount of appropriations in, for 
1915-17, 98. 
Onto, Strate Bupeer MAKING IN. 
W. O. Heffernan, 91-100. 
Personal property tax, reasons for 
abolishing the, 134. 

Philadelphia: Classifications of ac- 
counting system of, 136-137; play- 
ground costs in, 144-146; total ex- 
penditure of municipal swimming 
centers in, 147. 

Philadelphia’s budget, two methods of 
presenting general accounting re- 
ceipts in, 138. 

Playgrounds: Average cost of opera- 
ting, in Chicago, 146; in Philadelphia, 
146. 

Police protection, charts used in exhibit 
on, 150. 

Prussia: Income from direct munici- 


pal taxes in, reported March 31, 

1912, 202; income from indirect 
municipal taxes in, reported March 
31, 1912, 203. 

Public: Interest of the, in the budget, 
165. 

revenue, in St. Louis, 159, 160. 

Publicity, necessity for, in budget 
procedure, 45. 


Real estate value, relation of land value 
to total, 129. 

Recreation, total amount spent in 1910 
for, 140. 

centers: Cities maintaining, in 
1913, 140; number of, in the United 
States, in 1913, 140; total expendi- 
tures for, in 1913, 140. 

—— parks, in Chicago, 142-143. 

Recreational facilities: Movement for 
public coéperation in, 141; need for 
standardization in cost of, 141; per 
capita expenditures for, 140; pro- 
vision for, in the municipal budget, 
140. 

RECREATIONAL Faciuities, Unit Costs 
in. Paul T. Beisser, 140-147. 
Revenue: Comparison of amounts 
estimated and amounts collected 
from various sources of, in New York 
from 1912-14, 121-122; derived from 
special assessments, 129-130; rela- 
tion between, and budgetary pro- 
cedure, 113; relative certainty of, 
from real property tax, 119; sources 
of, 116, 117, 121-123; subject to 

annual appropriation, 103-104. 

Revenve, Sources or. Herbert §. 
Swan, 125-135. 

Revenue demands, adaptability to, 
114-118. 

—— system: Characteristics of, 113, 
118-124; effect of increase in munici- 
pal expenditures on, 114; importance 
of real estate tax in, of American 
cities, 125; lack of flexibility in the, 
115; remedy proposed for inflexibility 
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in the, 115; required by administra- 
tion of the budget, 114. 

Revenues: Excess of, over expendi- 
tures, 48; utilized under standing 
statutory authority, 110-111. 

River, Harry A. Select List of Ref- 
erences on National, State, County 
and Municipal Budgets in the United 
States, 277-287. 


Salaries: Schedule of, 239-240; stand- 
ardization of, 80. 

San Diego, per capita land value of, 127. 

San Francisco, per capita land value of, 
127. 

Sewage exhibit, charts used in, 150—- 
151. 

Sidewalks, cross-walks and parks, 
charts used in exhibit on, 151. 

Speaker of the House: Decrease in 
power of, 12-13; development of 
autocratic power of, 11-12. 

St. Louis: Revenue of, 159, 160; share 
of state’s expenses borne by, 161. 
Standardization: Need for, in cost 
of recreational facilities, 141; of 

salaries, 80. 

State and municipal government, dis- 
tinction between, 60-61. 

—— budget: Preparation of, 49. 

Stare Bupcet, Ca.irornia’s. John 
Francis Neylan, 69-72. 

Stare BupGet, THE PropeR FuNcTION 
or THe. S. Gale Lowrie, 47-63. 

Stare Bupcet Maxine IN Onto. W. 
O. Heffernan, 91-100. 

State budgets, bibliography on, 278- 
279. 

State, County AND MounicrPaL, Bup- 
GETS IN THE Untrep States, SELEcT 
List or RerereNces ON NATIONAL. 
Harry A. Rider, 277-287 

State constitutions, requirements of, 
29-30. 

—— governments, advantages of in- 
stalling an adequate budget system in 
our, 63. 


INDEX 


—— reports: Of expenditures, lack 
in, 93-94; value of, 94. 

Street cleaning, exhibit on, 152-153. 

—— lighting, exhibit on, 151. 

—— sprinkling, exhibit on, 151. 

Supplies, definition of, 259. 

Swan, Hersert 8. Sources of Rev- 
enue, 125-135. 


Taunton, per capita land value of, 127. 

Tax: Budget estimates and the per- 
sonal property, 120; dependence of 
American cities on the general prop- 
erty, 115; relative certainty of rev- 
enue, from real property, 119; rela- 
tive certainty of yield from personal 
property, 120; the general property, 
118-121. 

—— discounts, objection to, 126. 

—— maps, value of, 128. 

rate: Fixing the, in English 

cities, 208-209; how it should be 

fixed, 125; limitations on the, 125. 

receipts, method of estimating, 
123. 

TAXATION AND THE MonicipaL Bup- 
Get. Milton E. Loomis, 113-124. 

Taxation: Exemption of buildings 
from, 128-129; Hamilton on, 1-2; 
in Germany, 199. 

Taxes: Advantages of the semi-annual 
collection of, 126; deficiency in real 
and personal, in New York from 
1899-1913, 120-121; desirability of 
business, 134; exhibit on assessment 
and collection of, 152; semi-annual 
collection of, 126. 

Taxpayer, facts shown to the, by the 
budget exhibit, 148. 

Taxpayer's organizations, service per- 
formed by, 115. : 

Toronto: Accounting and reporting 
recommendations of Civic Survey 
Report of, 219-220; defects in methods 
of accounting and reporting used by, 
218-219; defects in the administra- 
tion of the finances of, 212-215; in- 
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crease in assessed valuation of, from 
1905-1914, 211; increase in city taxes 
of, from 1905-1914, 211; increase in 
population of, from 1905-1914, 211; 
lack of adequate supervision over 
the administration of finances in, 
215-216; methods employed in fi- 
nancing in, 214-215; recommenda- 
tions for establishment of annual 
estimates in, 217; recommendation 
for preparation of a budget in, 217; 
recommendations regarding the ad- 
ministration of finances of, 216- 
218; report of Civic Survey Com- 
mittee of, 212, 215, 218-221. 

Toronto, THe Movement ror 
PROVED FINANCING AND ACCOUNTING 
Practice 1x. Horace L. Brittain, 
211-222. 

Toronto Bureau of Municipal Re- 

search, report of, 217-218. 


Unearned increment tax: Advantages 
of the, 134. 

United States: The budget idea in the, 
21-22; total amount of unexpended 
balances in the, 10. 

Untrep Srares, Evo.vurion or tae 
THE. Frederick A. 
Cleveland, 15-35. 

Untrep Srates, Serecr Last op 
REFERENCES ON NATIONAL, Srate, 
County MownicipaL Bupeets 
INTHE. Harry A. Rider, 277-287. 

Upson, Lent D. Budget Making for 

Small Cities, 235-248. 


Westchester County: Budget of, 227, 
228. 

Wisconsin: Administrative re-organi- 
zation in, 62; as a model of adminis- 
trative government, 59. 
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CUMULATIVE TOPICAL INDEX. 


Below is a list of references to the articles in previous issues of Taz ANNALS 
which also treat of the special subjects discussed in this volume. A cumulative 
index will appear in each succeeding issue of Taz ANNALS. Through these cumu- — 


lative indexes, the vast amount of valuable material that the Academy has a cee 
lished during the twenty-five years of its existence can be efficiently a - oe 


and effectively used.—Tue Eprror. 


Articles in other volumes: 


Reform of Our State Governments, _ 
Gamaliel Bradford, Vol. IV, 
1894, p. 27; Custody of State 
Funds, E. R. Buckley, Vol. VI, 
November, 1895, p. 87; Recent Tend- 
encies in State Administration, Leon- 
ard A. Blue, Vol. XVIII, November, — 


MonicrpaL GOVERNMENT 


Previous volumes: 
Municipal Problems, Vol. XXIII, 
March, 1904; Municipal Ownership 
and Municipal Franchises, Vol. 
XXVII, January, 1906; Municipal 
Problems, Vol. XXVIII, November, 
1906. 


Articles in other volumes: 


The Study of Municipal Gin 
ment, F. P. Pritchard, Vol. IJ, Jan- 
uary, 1892, p. 18; Problems of Munic- 
ipal Government, E. L. Godkin, 
Vol. IV, May, 1894; p. 1; The Need 
forCodrdinating Munieipal, State and 
National Activities, Frederick A. 
Cleveland, Vol. XLI, May, 1912, 
p. 23; Efficiency in the Fiscal Opera- 
tions of Cities, Edmund D. Fisher, 
Ibid., p. 71; Economy and Efficiency 


Local Revenues, T. 8S. Adams, 
LVIII, March, 1915, p. 181. 


Previous volumes: 


Readjustments in Taxation, 
LVIII, March, 1916. 


Articles in other volumes: 2 
Taxation of Quasi-Public Corpora-_ 


Vol. 
TAXATION 


Vol. 


in the Department of Water Supply, 
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